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Today, there are new faces in the world of banking—many of possible to transact speedily and with facility the enormous depo 

them women. These attractive newcomers are replacing thou- volume of business being conducted today.» » For71 years this Ou 

sands of men who have been called to the colors. And you Company has been engaged in the manufacture of Safety _ 

will see more of them. » » The Banker has become Uncle Paper for the protection of checks against alteration and coun- C 

Sam’s Star Salesman of War Bonds and Stamps, contributing terfeiting. It is because of its safety features that the Safety : 
without pay or profit both the facilities and staff to handle Paper “identified by the wavy lines” is the choice of leading cor- 
this business. He is staying open extra hours to accommodate porations and banks, both in the United States and in Canada. 
new working shifts that are turning night into day and is » » You see many checks in which the individual design of 

handling the biggest banking job in history — the financing a bank or corporation is made a part of the paper itself as Ban 

of our war effort. That, in turn, means he is handling more an additional safeguard against counterfeiting. Your checks Si 

checks than ever before. » » Without checks it would be im- should be similarly protected. We shall be glad to send samples. ——. 
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Sirs: Here is a picture we thought you 
might use when you are running news on 


; is a 
War Bond activities in the banks. It shows 
President Oscar L. Cox of the Union Bank 
of Commerce, Cleveland, receiving from 


T. C. O’Reilly, manager of the loan 







HENRY J. BOONE, Editor 
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Sirs: The Colonial Trust Company, 
one of the pioneer banks in the consumer 
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Banco de Prestamos 


Sirs: The articles on “Banks and 
Banking in South America,” in the Septem- 
ber and October, 1941, issues of The 
Burroughs Clearing House, including the 
humerous pictures of banks, were of con- 
siderable interest. 
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| We are now sending two photographs EDITORIAL AND BusINESS OFFICES... .....-.-++2e00- Detroit, Michigan 
| of Banco de Prestamos to supplement the ADVERTISING OFFICES: 

material published on Ecuador. The DETROIT, Second and Burroughs Avenues..............2.-. Madison 2260 
_ exterior photograph shows the headquarters NEW YORK CITY, 219 Fourth Avenue............... Algonquin 4-6350 

_~ of the bank in Quito. The interior photo- CHICAGO, 208 West Washington Street...............46.. Franklin 3929 
graph is of the bank’s branch in Guayaquil. FRANK E. QUISH, National Advertising Manager 
Banco de Prestamos is one of the old ; : ; 

and large commercial banks in Ecuador. Copyrighted, 1942, by Burroughs Adding Machine Company 

. Its general manager, Dr. Humberto Albor- 








hoz, is a man of great prominence. He has 
“7 represented Ecuador in various confer- 
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United States 


Treasury Bills and 


Certificates 


of Indebtedness 


eu’ temporarily idle can now be put to 
work by investing in these Government 
obligations that have a positive yield for periods 


of less than a year. 


Our Government Securities Division will be 
glad to make bids and offerings in these and other 
Government securities, at the market. Or if there 
are any inquiries you would care to make, have 
no hesitancy about getting in touch with us. 


CONTINENTAL ILLINOIS 
NATIONAL BANK 
AND TRUST COMPANY 


OF CHICAGO 


Member Federal Deposit Insurance Corporation 



































In writing to advertisers please mention The Burroughs Clearing House 








At left, headquarters in Quito; at right, branch 
at Guayaquil 


Banco de Prestamos 


ences, including the recent Rio de Janeiro 
Conference. 
JoHN REED, Manager, Reed & Reed, 
Guayaquil, Ecuador 
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Reaching New People 


Strs: We are enclosing copy of a new 
folder, ““An Invitation,” that we are using 
as a personalized advertising medium to 
reach new people coming to Rome, New 
York, in connection with the United States 

















TO 


Mr. John Doe 


Qo 


FROM 
THE FARMERS NATIONAL BANK 
AND TRUST COMPANY 


OF ROME 


133 WEST DOMINICK STREET 


TELEPHONE 806 











Army Air Depot now under construction. 

As civilian employees and members of 
the air corps unit become known to us, we 
type or write their names on the outside 
of the folder. It is then mailed. 

The folder includes a small-scale map of 
our city, and a complete list of the many 
services which we are equipped to render. 

C. H. Simon, President, 

The Farmers National Bank and 
Trust Company of Rome, 
Rome, New York 
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Typical scene in wartime Washington, as thousands of government employees go off duty 


ersonnel SHORTAGE 


Washington banks are confronted with acute government and other demand 


for office workers. 


HEN banks began to lose male 
\ employees to the Army under 
the operation of the Selective 
Service Act back in 1940, the solution 
seemed comparatively simple: replace 
them with girls. Banks in the District 
of Columbia, like banks all over the 
country, followed that policy and are 
still following it, as far as they can. 
But that solution of the personnel 
problem in wartime is no longer a 
simple one, and certainly, so far as 
Washington banks are concerned, it is 
sadly inadequate. In Washington, 
banks are losing both male and female 
employees as a result of the expanding 
war program, and it is becoming in- 
creasingly difficult to replace them at 
the salaries which the banks are able 
to pay. 


The solutions developed may 


By 
L. PIERCE RIDDLE 


Personnel Director, American Security and Trust 
Company, Washington, D. C. 


Personnel officers of the Washington 
banks, like their colleagues throughout 
the country at the beginning of the 
military draft, thought of the problem 
in terms of replacing male employees 
entering the armed forces. Other 
things being equal, they felt, the banks 
could take those personnel losses in 
their stride. Other things, however, 
have not been equal. The inequality 
arises chiefly from the ability of the 
government and of war contractors to 


be helpful elsewhere 


pay unusually attractive salaries to 
office workers. Clerks, typists and 
stenographers can command a mini- 
mum salary of $1,260 a year to start 
in a government job, and many enter 
the civil service at $1,440 a year. 
Numerous concerns working on war 
contracts have established offices in 
Washington and manned them with 
clerks and particularly junior account- 
ants obtained from Washington banks 
and other local employers by salaries 
hitherto unheard of. Their bank 
experience and background seem to 
make bank workers particularly desir- 
able employees from the viewpoint of 
the government and the war contrac- 
tors. At a conservative estimate, 
Washington banks have lost five or 
six times as many employees to govern- 














MR. RIDDLE interviewing applicant 


55% of the bank’s staff is now comprised of women 


ment bureaus and war contractors in 
Washington as they have to the Army 
and Navy. 

It seems entirely possible that this 
condition may be duplicated, in greater 
or less degree, in other commercial and 
industrial centers, and particularly in 
localities where new industries are 
being established to expand war pro- 
duction. Regional offices of the vari- 
ous governmental defense agencies are 
being set up at key points throughout 
the country and the local offices of the 
regular government departments are 
expanding rapidly under the impetus of 
war activity. Employees, particularly 
office workers, will be recruited for these 
government establishments largely in 
the local communities through the dis- 
trict civil service offices. 

Here in Washington the extraordi- 
nary conditions have taxed the in- 
genuity and resourcefulness of the 
bank managements to an exceptional 
degree. On the whole, the bank per- 
sonnel officers have met the situation 
successfully, and the methods they 
have applied in Washington may prove 
useful to bank personnel officers else- 
where. 

Our own institution, I think, pre- 
sents an adequate and typical picture 
of the personnel situation with which 
the Washington banks have had to 
deal. Our deposits rose from 58 mil- 
lion dollars in 1941 to 68 million in 
1942, largely as a result of the influx 
of thousands of new people into the 
city and the establishment of Washing- 
ton offices by large concerns working 
on government contracts. Thus our 
organization has had to service this 
large increase in deposits while keeping 
up with expanding activity in other de- 
partments. Our trust department, for 
instance, is the largest in Washington. 
Our personnel statistics for the past 


year or so are illuminating. On Febru- 
ary 4, 1941, we had a total of 302 em- 
ployees, not including building mainte- 
nance people. Of the 302, males ac- 
counted for 174 and females for 128. 
By April 15, 1942, the total had risen 
to 324, of whom 157 were males and 
167 were females. Thus our propor- 
tion of female employees is 55 per 
cent of the total, and the indications 
are that, as the war program develops, 
it will go still higher. 


"THE increase of twenty-two in the 

total personnel in the period covered 
by the figures indicates, of course, the 
expansion of our organization as a 
whole to service our increased busi- 
ness. The loss of seventeen male em- 
ployees and the addition of thirty-nine 
females to obtain the net increase of 
twenty-two emphasize, of course, the 
trend in the ratio of the sexes in our 
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organization. I surmise that this trend 
in favor of female employees has not 
been as pronounced with us as it 
might have been, because we have long 
followed a policy of employing girls 
and women, a policy, by the way, 
which was given a powerful impetus by 
the personnel conditions developed 
during World War I. We are now 
facing the basically same conditions 
on a much broader scale. 

Perhaps even more significant than 
the figures showing the ratio between 
the sexes are the changes in the com- 
position of the total personnel in the 
same period, in terms of additions to 
and separations from our organization. 
Between February 4, 1941, and April 
15, 1942, a total of 117 employees left 
us, and we hired 139 new people. Thus 
to get our net increase of 22 employees, 
we hired more than six times that 
number. 

This startling turnover has not been 
confined to any particular department 
or to any special type of employee. 
It has been universal throughout the 
bank, although there have been periods 
during which one department has been 
hit much harder than others. .For 
example, a breakdown of our trust 
department personnel figures for the 
period from August 31, 1941, to 
March 15, 1942, showed that there had 
been an increase from sixty to sixty- 
one employees in that period and that 
in order to accomplish that set gain 
of one employee, we had hired twenty 
new people. 

When the Washington personnel 
situation began to emerge as a problem 
of the first magnitude in 1941, our 
first move was to cut the need of 
replacements and additional people to 
an irreducible minimum. Department 
managers, impressed by conditions as 
reported and as analyzed by our 
personnel director, co-operated by in- 
tensifying labor-saving methods al- 


These pages serve as messengers, train for other work 
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Staffed with forty girls, the bookkeeping department has only one male employee, the manager 


ready in effect, and, wherever possible, 
adding new ones. New office machines 
were installed, new routines were set 
up, non-essential procedures were elimi- 
nated. Streamlining, in terms of con- 
serving human effort and time, became 
not only a desirable but a vital man- 
agement policy. 

As a result of these efforts, it has 
been possible, in some instances, to go 
along efficiently without replacing 
every employee who leaves. Where 
lost motion is done away with, each 
employee can take on some additional 
work. Thus, when an employee quits, 
his or her duties can be distributed 
among several of his former associates 
without burdening anyone unreason- 
ably. This, of course, requires adroit 
organization of the work, but it can 
be done, within limits. 

In the replacement of resigning em- 
ployees, our broad policy, and that of 
the other Washington banks, so far, 
has been to hire women to fill the jobs 
vacated by men. While the war con- 
tinues, there are two chances of losing 
a male employee between the ages of 
twenty and forty-five years: he may 
be drafted or he may leave to take a 
better-paying job or to enlist. Since a 
woman is not subject to military draft, 
the only problem with her is to keep 
her satisfied to stay with the bank. 
Under reasonably favorable conditions, 
this can be done. 

A girl who has been with the bank 
for only a comparatively short time is 
much more likely to leave than one 
who has worked for the bank for a 
longer period. This is because the new 
girl is not earning as much as she can 


possibly get elsewhere. If she can be 
prevailed upon to remain with the bank 
until she can qualify for a responsible 
position, the chances of her leaving 
then are materially diminished, for by 
that time she will probably be earning 
as much as the government or some 
other employer would offer her to 
start. 


OUR first change from male to female 

employees was in the junior 
groups. For example, we hired girls 
as messengers and called them pages. 
As fast as opportunity offered, they 
were graduated into the various de- 
partments. The records show that 
the hiring and development of these 
girl pages has been one of our most 
successful personnel procedures in these 
difficult times. We began hiring pages 
in August, 1941, and up to April 15, 
1942, we had hired a total of twenty- 
nine. All but six of them have been 
moved on to other departments. A 
large proportion of them are working 
very successfully and efficiently in the 
bookkeeping department. 

The training of employees, of course, 
constitutes a major problem, especially 
under conditions of rapid turnover in 
personnel. We considered class or 
group instruction, but rejected that 
idea in favor of individual instruction 
in the course of the day’s work. A 
new page, for instance, is introduced 
to the senior page, who is responsible 
for the instruction of the newcomer in 
her duties. In other departments, the 
department head takes charge of the 
training of each new employee. The 
instruction is personally and_ indi- 


vidually given so that the beginner 
learns the job step by step. The 
learner’s grasp of the instruction is, of 
course, strengthened by daily per- 
formance of the tasks taught. Our 
experience has been that this method 
of training brings the newcomer to 
the point of efficient performance in a 
very short time; that is certainly so 
with respect to the simpler phases of 
the job. Experience does the rest. 

At present we are training a number 
of our more experienced young women 
to serve as note and collection tellers. 
We hope that, eventually, some of 
them may develop into paying and 
receiving tellers. Girls thus advanced 
to responsible posts in the bank will 
not only be earning substantial sala- 
ries, but will also enjoy the prestige 
and satisfaction of making good on jobs 
heretofore held by men. It would 
require an extraordinary inducement 
to cause a girl happy and successful in 
her work with the bank to change to 
other employment. Her innate good 
sense js opposed to giving up a position 
in which she has established herself in 
order to enter a strange organization 
where she must work out her adjust- 
ments to new people and new work 
and prove her ability all over again. 

Stability of employment is a factor 
that weighs heavily both with new- 
comers and people already working 
for the bank. The government is 
frankly telling its wartime employees 
that their appointments are war serv- 
ice appointments, which will terminate 
not later than six months after the 
end of the war and under which no 

See PERSONNEL SHORTAGE—Page 32 
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HEN the Federal Insurance 

Contribution Act became effec- 

tive a few years ago, Chicago 
Title and Trust Company, recognizing 
the social and economic justification 
for the plan, decided that it would be 
advisable to supplement this Federal 
security provision with a retirement 
plan of itsown. It was recognized that 
the Federal plan was a step in the right 
direction and was probably as far as 
the government would be justified in 
going. It was also recognized, how- 
ever, that Federal Social Security was 
a challenge to private enterprise; that 
there was still much to be done in the 
way of providing an employee upon 
retirement with some of the amenities 
of life in addition to the bare necessities 
as provided for in the Federal act. 

By way of accepting this challenge 
to private industry, Chicago Title and 
Trust Company, through its managing 
officers and through a committee of 
the board of directors, began an im- 
mediate study of retirement and pen- 
sion plans. This study was thorough. 
Hundreds of plans in operation were 
investigated and actuaries and pension 
experts were consulted. 

First of all, the individual insurance 
policy type of pension plan was investi- 
gated. It was found that under this 
plan a new policy must be issued each 
time there was any change in the 
amount of salary paid to any individual 
covered by the plan. The company 
found that, with nearly 1,500 em- 
ployees, these salary adjustments were 
almost daily occurrences and_ the 
amount of work and expense involved 
in issuing a new policy each time such 
changes occur would be tremendous. 
Furthermore, it was learned that for 
the first few years in the life of the 
policy the cash surrender value was 
very low in relation to the premiums 
paid. Therefore, if the company 
decided to drop the plan after having 
it in operation only a few years, the 
loss represented by the difference 
between the cash value and _ the 
premiums paid would be substantial. 

Figures submitted under this plan 
also indicated that it would be very 
expensive to maintain because the 
average age of our company employees 
was considerably higher than the 
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A bank limployees 


RETIREMENT FuND 


By 


PAUL P. 


PULLEN 


New Business Officer, Chicago Title and Trust Company, 
Chicago, Illinois 


The Chicago Title and Trust Company, after studying 


hundreds of plans in operation, has set up its own 


retirement fund, providing additional security for 


employees. 


average for most business concerns. 
A physical examination of each appli- 
cant would also be required and if any 
employee proved to be below physical 
standards, he would be barred from 
participating in the plan even though 
his physical condition might make it 
doubly desirable for him to be in- 
cluded. This would necessitate mak- 
ing individual arrangements to provide 
for such physically incapacitated em- 
ployees. 

And finally and conclusively it was 
found that the labor turnover in a large 
company, making necessary the fre- 
quent cancellation of old policies and 
the issuance of new ones, would in- 
volve a tremendous amount of work 
for no productive purpose, all of which 
must be paid for by someone, pre- 
sumably by the one paying for the life 
insurance coverage. 


OR these reasons, consideration of 

this type of insurance pension plan 
was abandoned and the attention of 
the committee was turned toward the 
group annuity type of coverage. 

In investigating this latter plan, it 
was found that the insurance company, 
although it guarantees benefits already 
purchased, reserves the right to review 
at set intervals the rates being charged 
and to raise the rates for future benefits 
if it deems such a move advisable or 
necessary. It was plainly foreseeable 


by the directors that rates might be 
increased to a point where the expense 
of maintaining the plan would be 
prohibitive from the standpoint of the 
insured company. 





The plan is notable for its flexibility 


The company also desired to base a 
part of its contributions on its earn- 
ings, distributing to the fund more 
freely in good years and less freely in 
poor years. Under the annuity plan, 


Explanatory statement issued 





CHICAGO TITLE & TRUST 


PERSONNEL DEPARTMENT 


To Employees of 
Chicago Title and Truss Company 


After several years of careful study, our Board of Directors has 
of employees which offers advantages that all cmployees will wekow 
Cricaco Trrte anp Trust Company Empcovers Retirement Fund 
1, 1941. 

The Plan provides for systematic saving on the part of cach ein 
Company contributions which will add 25% to the amount paid mm 
during the year. It provides for employce benefits from Company 4 
yearly contribution equal to 10% of the Company net earnings above $6! 
It provides for the setting up of a Trust Fund, comprising the above 
and its earnings accumulated for the benefit of employees who contribu 

The Chicago Title and Trust Company Employees Retirement Fusd 
vision for old age, but also to help each participating employee accumulate! 
upon leaving the service of the Company or in case of disability or dead 

The Pian is designed to benefit you and it incorporates featur 
There is nothing compulsory about this Plan. You gre free to participit 
or free to join it at any time in the future. We commend it to your 
we hope that it will be accepted by all who are eligible. 

Employees Who May Participate 

Any employee of the Company, including officers, who is at laf 
been in the employ of the Company for at least two years, and who is# 
is eligible to participate. Other employees may participate in the futur 
Joining the Plan 

If you are eligible, you may join the Plan by signing an E 
If you do not join now, even though you are eligible, you may do #0 3% 
Contributions by Employees 

In joining the Plan, you agree to make regular contributions whit 
salary on each pay day and credited to your account in the Fund. Yo 


tribution is to be, but it cannot be less than 2% ur more than 5% @ 
contribute more than $500 in any one year. 


Your share of the Fund may not be withdrawn until you leave 
You may change the amount of your contributions from time © 

three months. If you wish, you may discontinue your contributions 

resume them and again participate in the benefits and advantages of 





greatest benefit of the Plan can be achieved only through continuout 
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—— Example of statement rendered to 
CHICAGO TITLE AND TRUST COMPANY each participating employee. Share- 
ee eer Pu value figure reflects slight drop in 
market value of fund assets 
, az|m|a — PRoury sue 
. coutmeurion [em] ADerTions however, it would be bound to pay the 
2] asia 2|60 full premium year in and year out. 
3 isla ele regardless of whether earnings were 
5 | islet = large or small, and hence lacked the 
ba pis a flexibility which the company desired. 
10 | ae cis The company also desired on behalf of 
11 | 30/42 260 its employees flexibility of settlement 
12 | | z\¢0 | he plans upon retirement. This, it was 
12 | | ; 18 75 decided, was not to be had under the 
| | group annuity plan. 
a stan Having in mind the advantages as 
well as the disadvantages in both types 
of insurance plans and weighing one 
| against the other the committee then 
turned its attention to a study of the 
| trust type retirement plan. This 
seemed to give the necessary flexibility 
as regards payments into the fund on 
| | the part of the company and employee 
tad | and as regards withdrawals from the 
Account wo. VaLGE OF YOUR arin OF] —— Bec. fund upon the retirement of any single 
ren €o xo employee or the severance of his con- 
¥ “a? me Oats aaa nection with the company. 
; ooanal meme Careful consideration also was given 
*- Keteanae, Seis Sarma to the matter of complying with 
sarees sens sr tena: Federal tax requirements and with the 
o Senne abuses which had crept into industrial 
IT 16 IMPORTANT THAT THIS STATEMENT GE PRESERVED. pension plans in the past. It was 
desired to make the plan very broad 


in coverage, taking in all employees 


15 


except those who might be classified 
as temporary. There was no desire 
whatever on the part of the directors 
to make the plan a vehicle for tax-free 
payments to the higher salaried execu- 
tives. It was also considered manda- 
tory on the part of the management 
that there should be an actual vesting 
in each participating employee of his 
share of the fund so that his right to 
his interest could never be completely 
lost. In the light of more rigid pension 
trust standards now being urged by 
the Treasury Department it appears 
that these principles written into the 
trust were farsighted and very sound. 

The Trust Plan Retirement Fund 
was put into effect at the Chicago Title 
and Trust Company on July 1, 1941, 
and has been even more successful in 
these early stages than was antici- 
pated. Although there is nothing 
compulsory about the plan and no 
“sales campaign” has been instituted 
to show to employees the advantages 
of participation in the plan, over 80 per 
cent of those eligible signed up during 
the first three months. 

The plan provides for systematic 
saving on the part of each employee. 
It provides for annual company con- 
tributions which add 25 per cent to the 
amount paid into the fund by each 
employee each year. It provides for 
employee benefits from company earn- 
ings through an additional yearly 
contribution equal to 10 per cent of 


Over 80% of those eligible were participating by the end of three months 
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In the event you discontinue contributions to the Fund: 


lf you decide to discontinue your pay- 














At the end of cach year, the Company will pay unto the Fund a sum cqual to 25% of the total 
contributions made by the employecs during that same year. In addition the Company will pay into 
the Fund each year a sum equal to 10% of the net earnings of the Company for that year in excess 
of $6.00 a share on the capital stock. The Trust Agreement provides that the money so contributed 
can not be taken out by the Company and also defines net earnings. 

Thus your account will have added to it a sum equal to 25% of the moncy you contribute each 
year. You will also share in the additional contribution based on Company carnings in accordance 
with your contribution to the Fund, your salary and length of service with the Company. 

Earnings of the Trust Fund 

The money you contribute, together with the Company contributions, will be placed in a Trust 
Fund for i and The Fund will receive the same careful attention as is given all 
trusts managed by the Company. The Company will act as trustee without charge. 

The Fund will be credited with all interest and dividends from i and any other income 
there may be. This income will be apportioned among the individual employce accounts in accordance 
with the provisions of the Trust Agreement. Any loss from the investment of the Fund may be 
distributed in the same manner. 


Reports of Trustee 


The trustee will give you a statement each year of your individual account so that you may know 
how much is being held in the Fund for your benefit. You will also receive an annual report concerning 
the entire Trust Fund. 








A Summary of Benefits 
As you will have seen from reading this far, by participation in the Plan: 
(1) You save systematically a portion of your salary, 
(2) You receive the benefit of Company contributions equal to 25% of your own annual 
payments into the Fund, 

(3) You benefit from Company's earnings above $6.00 per share, 

(4) You benefit from earnings of the Trust Fund, 

(5) You benefit from withdrawal credits, which are explained later. 
Methods of Payment of Benefits 

The method of distribution of the Fund has been carefully worked out to provide various benefits 

to cach participating employee. It is a flexible method that takes into consideration differing circum- 
stances of employees and income taxes. 
At time of retirement: If your share at time of retirement amounts to $2,500 or less, you will receive 
the full amount in cash; if your share amounts to more you will be paid either in cash, in instalments, 
or by the purchase of retirement annuities. 
In case of death: 1f death should occur while you are in the service of the Company, your bene- 
ficiary will receive the amount to which you would have been entitled if you had retired on that date. 
In case of permanent disability: \f you should become permanently disabled, you will receive the 
amount to which you would have been entitled if you had retired on that date. 
In event of resignation or dismissal: lf your service with the Company is terminated after you 
reach the age’ of 50 years, you will receive the full benefits of the Plan. If your service with the 
Company is terminated before you reach the age of 50 years, the amount which you will receive in 
addition to your contributions will be less, and will be based. upon the length of your service. (See 
schedule in Trust Agreement). 





ments to the Fund your, account will thereafter be credited only with its share of earnings of the 
Trust Fund. 


Withdrawal Credits 


From time to time, sums may accumulate in the Trust Fund by reason of termination of service 
of employees before they attain the age of 50 and before they are entitled to the full benefits of the 
Fund. These sums are known as withdrawal credits and they will be apportioned among the remaining 
employee accounts at the end of each year, on the same basis as carnings of the Fund. 


General Features of the Plan 


(1) San stone St Wat genie i wts vik, Wns te jeebik oo pginatn ts 
interest in the Fund is permitted. 

(2) The benefits under this Plan are in addition to those of the Social Security Act. 

(3) In order to amend the Plan insofar as it affects the rights of participating employees, the 


amendment must have the approval of the Company and employees representing 51% of the amount 
of employee contributions. 


(4) The Company hopes and expects to continue-the Plan indefinitely, but the Board of Directors 
retains the right to discontinue the Plan at the end of any calendar year. In such case the Company 
pers % reser poet a udpatesce Sigs: 7 eaoaeme pede atone an! 
proceeds distributed to the | in with the A 
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65 years and for women, 60 years. The Board can make such exceptions to this general rule as 
conditions warrant. 

(6) This Plan does not involve any contract between employees and the Company respecting 
the terms or period of employment. General rules as to retirement shall be the same whether an 
employee joins the plan or not. 

Special Provisions for 1941 

(1) Employees who join the Plan before October 1 have the privilege of making up the amounts 
which would have been payable had their agreements becn signed July 1. Thereby they can receive 
the full benefits provided by the Plan for 1941. 

(2) The plan will be in effect for only one half of the year 1941. This does not change the 
rate of the Company's fixed contribution of 25%, but the Company's additional contribution will be 
limited to an amount equal to 5% instead of 10% of net earnings in excess of $6.00 per share on its 
capital stock. 

(3) The Company reserves the right to decide by December 1, 1941 whether the number and 
amount of employee contributions justify continuing the plan. Should it be discontinued the Company 
will not make any contribution; funds paid in by employces will be returned. Therefore prompt 
action is desirable. 


We hope that this outline fas helped to give you a clear understanding of the gencral features 
of Chicago Title and Trust Company Employees Retirement Fund. The whole plan is governed by 
the Trust Agreement. We urge that you read it carefully. If you have any further questions, the 
Personne} Officers will be glad to answer them for you. 


W.N. Huscues, Ja. 


Personn Offices 
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the company’s net earnings above 
$6.00 a share on the capital stock. It 
provides for the setting up of a Trust 
Fund comprising accumulations from 
these sources, which are invested, and 
its earnings accumulated for the benefit 
of employees who contribute to the 
fund. 

Any staff employee or officer who is 
at least twenty-one years of age, and 
who has been in the employ of the 
company for at least two years, is 
eligible to participate. Other em- 
ployees may participate in the future 
as they become eligible. Any employee 
is free to drop out later after he has 
once joined, or, if he does not care to 
join at the time when he is eligible, he 
may join at any time in the future. 


[N participating in the plan, the 

employee agrees to make regular 
contributions which are deducted from 
his salary on each pay day and credited 
to his account in the fund. The con- 
tribution cannot be less than 2 per 
cent nor more than 5 per cent of one’s 
salary, and, in order that no senior 
executive officer may secure an undue 
participation, there is a restriction that 
no one may contribute more than $500 
in any one year. 

The amount of any employee’s 
contributions may be changed by him 
from time to time, but not oftener 
than every three months. This is 
merely to put some restriction on the 
amount of bookkeeping involved. Any 
employee may discontinue his contri- 
butions at any time if he finds such 
action necessary or desirable, and later, 
with company approval, he may re- 
sume them and again participate in the 
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benefits and advantages of the fund. 

Neither the company contribution, 
equal to 25 per cent of the employees’ 
contributions each year, nor the pro- 
portion contributed by the company 
from its net earnings can be taken out 
of the fund by the company once the 
contribution has been made. The 
Trust Fund made up of these contribu- 
tions, together with the contributions 
of the individual employees, is invested 
by the company, as trustee, and is 
credited with all interest and dividends 
on investments and any other income 
there may be. The income earned by 
the fund is apportioned among the 
individual employee accounts on a 
basis which is clearly set forth in the 
trust agreement. The trustee renders 
to each participating employee each 
year a statement of his individual 
account together with a report show- 
ing in detail the make-up of the invest- 
ments, the earnings of the fund and a 
condensed statement of all receipts and 
disbursements. 

Perhaps the greatest advantage of 
this fund over any insurance type is 
the flexibility of its distribution among 
the employees, for it takes into con- 
sideration difficult individual circum- 
stances which may exist at the time 
of withdrawal or retirement of any 
participant. 

If the share of any employee at the 
time of his retirement amounts to 
$2,500 or less, he receives the full 
amount in cash. If his share amounts 
to more than that sum, that portion 
represented by payments which he has 
made into the trust fund, and by 
credits from the earnings of the fund 
is payable in cash. If, however, this 


Internal and new business brochures on retirement fund plans 
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sum exceeds $2,500, then it may be 
paid either in cash or in not more than 
five annual installments depending 
upon the circumstances of the indi- 
vidual at the time. The balance of 
each distributive share may be used 
by the trustee in whole or in part to 
purchase paid-up retirement income 
annuities or may be added to the 
amount to be paid in cash. 

If any employee’s service with the 
company is terminated for any reason 
after he reaches the age of fifty years, 
he will receive the full benefits of the 
plan. If his service with the company 
is terminated before he reaches the age 
of fifty years, the amount which he will 
receive in addition to his own contri- 
bution would be somewhat less than 
would be the case if he were fifty years 
old and retired at that time. These 
benefits are based upon the length of 
the employee’s service and are set up 
in detail in the trust agreement under 
the terms of which the plan is operated. 
If any employee discontinues his con- 
tributions to the fund while he is still 
employed by the company, he cannot 
withdraw the amount standing to his 
credit on the books of the fund and his 
account is thereafter credited only with 
its share of earnings of the trust fund. 
In other words, if he discontinues his 
contributions, he will not share in the 
amounts which the company thereafter 
puts into the fund. 


[N addition to these features of flexi- 

bility, both as to contributions and 
to withdrawals, the plan has a number 
of other generally advantageous fea- 
tures. 

1. To protect each employee against 
himself, no assignment or pledge of his 
interest in the fund is permitted. 

2. The benefits under this plan are 
all in addition to those which the em- 
ployee already gets under the Social 
Security Act. 

3. In order to amend the plan inso- 
far as it affects the rights of participat- 
ing employees, the amendment must 
have the approval of the company and 
employees representing 51 per cent of 
the amount of the employee contribu- 
tions. 

4. The company cannot discontinue 
the plan until the end of any calendar 
year and during that year the company 
must continue to make its contribu- 
tions. 

5. While the present age of retire- 
ment under the plan is sixty-five years 
for men and sixty years for women, 
these ages may be changed and the 
Board of Directors can make such 
exceptions to this general rule as con- 
ditions warrant in any individual case. 
General company rules as to retire- 
ment are the same whether an employee 
is participating in the plan or not. 

During the six months’ period which 
See RETIREMENT FUND—Page 46 
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By HENRY D. RALPH, Washington Correspondent 


Quota System Introduced 
in Bond Sales Drive 


Ten per cent of the national income 
in War Savings Bonds is the goal which 
Secretary of the Treasury Henry 
Morgenthau, Jr., has set for the coun- 
try. This means sales of a billion dol- 
lars a month from now on. Moreover, 
he hopes this level can be reached and 
maintained by voluntary means, in 
spite of a strong bloc of opinion in 
Congress that some sort of forced 
savings may be necessary. 

The savings bond program has, of 
course, two objectives —to help finance 
the war and to help avert inflation. 
The 10 per cent goal should go far 
toward both objectives. 

If the American public invests $12 
billion in war savings bonds during the 
next twelve months the sum will equal 
about 10 per cent of the estimated 
national income for the coming fiscal 
year which is expected to reach a new 
high of close to $120 billion. Every 
effort is being made to encourage 
purchases of bonds out of current in- 
come as earned rather than out of 
past savings, for the deliberate purpose 
of leaving people with less cash to 
spend for non-essential articles which 
are becoming scarcer and which com- 
pete with war supplies for raw mate- 
rials, labor and transportation. The 
process is also anti-inflationary for 
another reason, as recently worded by 
Secretary Morgenthau: 

“If the government is compelled to 
go to the commercial banks for the 
bulk of these funds, the result will be 
to increase inflationary tendencies 
which are already serious. This is true 
because when commercial banks buy 
government bonds they do not pay 
for them with actual cash taken from 
their vaults, but by placing on their 
books newly created deposits to the 
credit of the government. When the 
government draws upon these deposits 
to pay for the goods and services it 





Secretary of the Treasury HENRY MORGENTHALU, Jr. 


Sets 10 per cent of national income as war savings bond goal 


buys, the purchasing power of those to 
whom these payments are made is 
increased without any decrease in the 
purchasing power of those from whom 
the money is borrowed.” 

This goal of a billion a month is a 
tremendous increase in the rate of 
bond sales. During the 12 months 
from May, 1940, sales of all three types 
of “‘Baby Bonds” totaled under one 
billion, or $935,191,326. In May, 
1941, the name was changed to 
Defense Bonds and a new sales cam- 
paign was launched with the result 
that sales averaged slightly under 
$300,000,000 a month. The bombing 
of Pearl Harbor jumped December 
sales to more than half a billion, and 
they topped a billion in January, but 
then began to drop and were only 
$530,000,000 in April, 1942, making a 


total of $5,389,350,023 for the 12- 
month period. 

At the beginning of last month 
Secretary Morgenthau launched a 
quota system, announcing that the 
public was expected to buy $600,000,- 
000 worth of bonds in May, $800,000,- 
000 in June, and $1,000,000,000 every 
month thereafter. These ‘totals were 
broken down into state and county 
quotas, and local committees began to 
vie with each other to see which coun- 
ties would meet their quotas first. 

Every means of inducing the pur- 
chase of bonds is being used by the 
Treasury, including continued heavy 
reliance on the voluntary work of 
banks which has resulted in about 85 
per cent of the sales to date. The 
Treasury feels that the most effective 
single method for promoting the sys- 




















A SAVINGS SCHEDULE FOR THE SYSTEMATIC PURCHASE OF 


U. 8. SAVINGS BONDS OF SERIES E 





If your weekly And you save 


carnings are each week will save 


In one year you 
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Series F and G bonds are avail- 
able for corporations and for indi- 
viduals with large incomes. 
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$5— 10 $0.25 $13.00 
10— 15 .50 26.00 
15— 20 .75 39.00 
20— 30 1.25 65.00 
30— 40 2.00 104.00 
40— 50 4.00 208.00 
50— 60 6.00 312.00 
60— 70 8.00 416.00 
70-—— 80 10.00 520.00 
80—-100 12.00 624.00 
100—150 20.00 1,040.00 
150—200 35.00 1,820.00 
Over 200 





Number of personsin Total annual savings 

each income group for bond purchases 
3,324,000 $43,212,000 
4,975,000 129,350,000 
5,470,000 213,330,000 
10,747,000 698,555,000 
7,174,000 808,496,000 
5,794,000 1,205,152,000 
3,007,000 938,184,000 
2,231,000 928,096,000 
1,304,000 678,080,000 
1,489,000 929,136,000 
1,059,000 1,101 360,000 
298,000 542,360,000 
695,000 2,000,000 ,000 
48,167,000 $10,215,311,000 
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Suggested savings schedule for individuals at different income levels 


tematic purchase of war savings bonds 
is through the payroll savings plan, 
under which employees voluntarily 
agree to have a certain amount de- 
ducted from their pay check each pay 
day and invested for them in bonds. 
Already some 50,000 firms employing 
a total of around 20,000,000 people 
have made such plans available to their 
employees, but the Treasury hopes to 
expand the plan until 10 per cent of 
all wage payments of the nation are 
going into savings bonds. 

Up to the present time only about 
45 per cent of the employees of co- 
operating firms have participated in 
the payroll savings plan. Their aver- 
age monthly saving is about $7.50 per 
capita, representing less than 5 per 
cent of the pay of all those participat- 
ing. Considering all the employees of 
all the participating firms, this repre- 
sents an investment in savings bonds 
of only about 2 per cent of the gross 
payroll, 

In getting this stepped up to 10 per 
cent of the gross payroll of the nation, 
the Treasury realizes that individual 
differences in income received and 
personal responsibilities will not per- 
mit a flat 10 per cent allotment of 
individual wages and salaries by all 
employees, but it has prepared a sug- 
gested savings schedule for persons at 
different income levels. The present 
campaign is based on getting all firms 
to offer the plan to their employees, 
inducing at least 90 per cent of all 
employees to participate, and encour- 
aging participating employees to in- 
crease their monthly deductions to an 
average of around $20 per capita. 

As a supplement to the payroll 
savings plan, the Treasury is conduct- 
ing state and county campaigns de- 





signed to reach every income receiver 


.in the nation, and to cover persons 


who receive income in the form of 
interest and dividend payments and 
employers with a small number of 
employees. 
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Further Contraction of 
Credit to Individuals 


Contraction of personal loans and 
credit to individuals is now required 
of banks as a part of the administra- 
tion’s program to prevent inflation. 
This part of the program, as stated by 
President Roosevelt in a special mes- 
sage to Congress, is as follows: 

“To keep the cost of living from 
spiraling upward, we must discourage 
credit and installment buying, and 
encourage the paying off of debts, 
mortgages, and other obligations; for 
this promotes savings, retards exces- 
sive buying and adds to the amount 
available to the creditors for the pur- 
chase of war bonds.” 

First action under this policy was a 
revision of Regulation W of the 
Federal Reserve Board which has 
restricted consumer credit since last 
September. This was followed im- 
mediately with a statement from the 
three Federal bank supervisory agencies 
calling on banks to amortize all non- 
productive and accommodation loans. 

The chief effect on banks of the 
amendments to the consumer credit 
regulation is a new restriction on 
single-payment loans to individuals. 
Other amendments restrict open charge 
accounts maintained by retail stores 
for their customers and tighten up 
previous restrictions on installment 
sales by adding new articles to the 


list, increasing down payments, and 
shortening maturities. 

A single-payment loan is defined in 
the Federal Reserve regulations as an 
extension of credit in the form of a 
loan to one or more individuals (other 
than a partnership), which is repayable 
in a single payment whether on demand 
or on a fixed or determinable future 
date, and which is in a principal 
amount of $1,500 or less. The defini- 
tion does not include a loan made to a 
business concern for business purposes 
other than for the purpose of purchas- 
ing an article on which installment 
credit is restricted. It does not include 
a loan for agricultural purposes to a 
person engaged in agriculture, nor any 
loan upon the security of an obligation 
which arises out of any installment 
sale, installment loan, charge account, 
or single-payment loan. 

Where a bank makes a single-pay- 
ment loan for the purchase of any so- 
called listed article having a cash price 
of $15 or more, the maturity may not 
exceed 90 days and the principal 
amount loaned may not exceed the 
amount of credit which the seller of 
that article could extend, which is two- 
thirds of the cash price of the article 
with a few exceptions. This does not 
apply to loans for home remodeling 
and repair. 

A single-payment loan not for the 
purchase of a restricted article must 
have a maximum maturity of not more 
than 90 days, except that seasonal 
adjustments may be made in certain 
cases outlined in the regulations. A 
single-payment loan made after May 
6, 1942, may be extended by convert- 
ing it into an installment loan with 
the maturity calculated from the date 
of the original loan, or it may be 
extended by a series of 90-day notes 
with curtailments and final maturity 
arranged so that the note is paid off 
at the same rate as though it had been 
an installment loan. 

Since both installment and single- 
payment loans made by banks to 
purchase restricted articles are subject 
to the same terms as credit extended 
by the sellers of these articles, there is 
importance to bankers in the revisions 
made in the list of articles on which 
consumer credit is controlled. <A large 
number of individual items have been 
added to the list, the principal cate- 
gories being automobile accessories, 
bedding, draperies, clothing, furs, tex- 
tiles, electrical appliances, used furni- 
ture, jewelry, luggage, athletic equip- 
ment, kitchenware and_ tableware. 
The minimum down payment has 
been made one-third of the cash price 
and the maximum maturity of the 
credit is 12 months except that a 20 
per cent payment is permitted for 
furniture and pianos and 15 months is 
permitted for automobiles. 

These new consumer credit regula- 
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tions affect only a small portion of the 
loans made by most banks, but the 
policy of applying the amortization 
principle to other types of loans is 
being pushed by the Federal Reserve 
Board, the Comptroller of the Cur- 
rency, and the Federal Deposit Insur- 
ance Corporation. The three agencies 
issued a joint statement declaring that 
one of the greatest advances in banking 
practices during recent years has been 
the wide acceptance of the principle 
of amortization of debts, and urging 
that the principle be applied to other 
loans not subject to Regulation W, 
particularly to the volume of single- 
payment loans to individuals for non- 
productive purposes. 
e Sd > 


Treasury Financing Includes 
Tap Issue Experiment 


A sample of how the Treasury 
intends to borrow at the unprecedented 
rate of more than $3 billion a month 
during the coming fiscal year was given 
in May when some innovations were 
tried out in connection with new issues. 

In addition to savings bond sales, 
counted on for at least $600,000,000 
during the month, the May financing 
took three forms: $1,250,000,000 in 
2 per cent ten-year bonds of the ordi- 
nary type; a “‘tap issue” of unlimited 
amount; and an increase to $250,000,- 
000 per week in the sale of 90-day dis- 
count bills which had been running at 
$150,000,000 a week. 

The really novel feature was the 
tap issue, a 21% per cent registered 


bond with.a maturity of 20 to 25 
years, to which commercial banks were 
not eligible to subscribe. The sale of 
this issue was held open for ten days 
instead of for a single day only. The 
issue was unlimited in amount, and 
was designed specifically to attract 
idle funds of insurance companies, 
endowment funds, individuals, com- 
mercial concerns, labor unions, and 
other non-banking investors. In addi- 
tion to being registered instead of 
bearer bonds, the issue was made 
non-negotiable for sixty days after 
issuance in order to discourage specu- 
lative purchases. Not only were 
subscriptions denied to commercial 
banks accepting demand deposits, but 
bonds were made ineligible for pur- 
chase by such banks for a period of 
ten years. The bonds may be pledged 
as collateral for loans but commercial 
banks acquiring them through for- 
feiture of collateral must dispose of 
them in the same way as other assets 
ineligible for ownership by banks. 

The 2 per cent issue of $1,250,000,- 
000 ten-year bonds was similar to 
other recent Treasury issues designed 
for purchase chiefly by banks except 
that it was free from restrictions 
applicable to several recent issues which 
limited purchases to percentages of 
the net worth of the buyers. There 
was also an innovation in connection 
with the increase in the weekly sale of 
discount bills. The Federal Open 
Market Committee directed the Federal 
Reserve banks to purchase on a stand- 
ing offer basis for the system’s open 
market account all Treasury bills on a 
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3 per cent per annum basis that might 
be offered to them by dealers and other 
holders. The purpose of this unusual 
purchase offer was to stabilize the 
money market during the financing 
period and to keep ample free funds in 
the market to insure a ready sale for 
the new Treasury issues.. This was 
taken to indicate that the Treasury 
intends to preserve the ‘easy money” 
condition which has assisted its financ- 
ing operations for several years. 

By floating its new tap issue, the 
Treasury hoped to avoid much of the 
inflationary effects of wartime financ- 
ing. The funds going into it came 
largely from accumulated savings held 
by large investors and therefore did 
not have the effect of increasing avail- 
able credit as happens when govern- 
ment securities are sold to commercial 
banks. By keeping it on tap for an 
unusually long period the issue was 
available to institutional investors 
who ordinarily cannot act quickly 
enough to obtain ordinary Treasury 
issues which normally are on sale for 
only one day and who otherwise must 
purchase from banks or dealers at 
premium prices. No limit was put 
on the issue so that all subscriptions 
could be allotted in full, and dealers 
were kept from competing with actual 
investors by the provisions that banks 
could not buy this issue and that the 
bonds could not be transferred for 
60 days. The higher rate of interest 
and the longer term made this issue 
more attractive to institutions than 
the 2 per cent ten-year bonds offered 
simultaneously to banks. 


New Regulation W amendments restrict single-payment loans, tighten installment credit provisions 
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2 REGULATION W 


id} Statement of the Borrower.-No Registrant shall make any 
instalment loan, exeept under the provisions of section 10a}, unless 
he shall have aceepted in good faith a signed Statement of the Bor- 
rower as to th vf the Joan in form prescribed by the Board. 
No obligor shall willfully make any materiak'misstatement or omis- 
sion in such a Statement. If the Registrant relies in good faith on 
the facts set out by the obligor in such Statement, it shall be deemed 
to be correet for the purpases of the Registrant 
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SECTION 7. SINGLE-PAYMENT LOANS 


Except as otherwise permitted by thie regulation, each single-pay- 
ment loan shall comply with the following requirements: 

(a) Single-payment Loans to Purchase Listed Articles.—I{ the 
Registrant knows or has reason to know that the proceeds of a single- 
payment loan (defined to exelude loans of wore than $1,500) are to 
be used to purchase any Hsted article having a cash price of $15.00 
or more; 

(1) The principal amount lent {excluding any interest or 
finanee charges and the cost of any insurance} shall nat exeeed 
two-thirds of the cash price of the listed article, except that: 

(i) This requirement docs not apply in the case of articles 
listed in Group C of section 13(a); and 

(ii) The principal amount lent may be not wore than four- 
fifths of the eash price of a piano or furniture as defined in 
Group B of section 13fa) 


In any case involving 4 automobile or any article on which 






purchaser, the maximum ammount which 
ont shall Le computed in acrordance with the applicable 
provisions of section 13; and 





(2) The maturity shall not execed 90 days, except as permitted 
by section 9 


(b} Single-payment Loans Not to Parchase Listed Articles.—In 
the case of a single-payment loan (defined to exclude loans af more 
than $1,500) not subject to section 7(a), the maximum maturity shall 
not execed 90 days, except as permitted by section 9 


ic) Renewals and Extensions.—A sin 


-payment loan (define! to 
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runturity” caleulated from the date on which the original sngle- 
payment loan was made; 

(2) A single-payment loan made on or after May 6, 1942 may 
be renewed or extended by a series of obligations each of whieh 
has a maturity of net in execes of 90 days if the Inst of such 
obligations matures not later than the date on which an instal- 
ment loan made for a similar purpose would have matured * and 
the borrower pays at the time of each such renewal or extension 
enough to reduce the unpaid balance to an amount not greater 
than would have been permitted if the loan had been an instal- 
iment loan subject to the provisions of section 6(b1; and 

(3) Nothing in this regulation shall be construed to prevent 
the Registrant from making any renewal or revision or taking any 
action that he shall deem necessary in good faith (i) with pre-~ 
spect to any obligation of any member of the anned forces of the 
United States incurred prior to his induction into such servier, or 
(ii) for the Registrant's own protection in connection with any 
obligation which is in default and is the subject of bona fide 
collection effort by the Registrant. 

(d) Statement of the Borrower.’—No Registrant shall make any 
single-payment loan, exeept under the provisions of section 7(c}, unless 
he shall have accepted in good faith a signed Statement of the Borrower 
as to the purpose of the loan in form prescribed by the Board. No 
obligor shall willfally make any material misstatement or omission in 
such Statement. If a Registrant relies in good faith on the facts set 
out by the obligor in such Statement, it shall be deemed to be cor- 
rect for the purposes of the Registrant 

fe) Loans Payable on Demand.—A single-payment loan made on 
or after May 6, 1942, which ie payable on demand shall be treated for 
the purposes of this regulation as if it matured 90 days after the date 
on which it was made. 

{f) Credit to Retire Obligations Held Elsewhere.—Any single- 
payment loan, the proceeds of which a Registrant knows or has reason 
to know will be used in whole or in part to retire any single-payment 
loan not held by such Registrant, shall be subject to the provisions 
of this regulation to the same extent as if the obligation being retired 
were held by the Registrant 
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EGULATION V offers to the 
R nation’s banks an unusual oppor- 
tunity. It provides them with 

an opportunity to be of even greater 
service than before in helping to win 
the war. It gives them an opportunity 
to expand the scope of their war 
financing operations at a time when 
normal commercial and consumer loan 
demand is declining. Financing insti- 
tutions of all types are urged to co- 
operate to the fullest possible extent 
in making guaranteed loans to war 
producers wherever they are essential. 
Already, encouraging progress is 
being made. Even at this writing, 
little more than a month after the 
Board of Governors of the Federal 
Reserve System announced Regula- 
tion V, hundreds of applications are 
being received throughout the system. 
As is generally known, Regulation V 

is based upon the Presidential Execu- 
tive Order No. 9112, authorizing a 
financial guarantee of war loans by 
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Lhe Opportunity 


in IKEGULATION V 


An Interview with 


KENTON R. CRAVENS 


Administrator, War Loans Committee, Board of Governors, Federal Reserve 
System, Washington, D. C., and Vice-president, The Cleveland 
Trust Company, Cleveland, Ohio 


By 
HARRY V. ODLE 


An authoritative explanation of why the plan of war 
loan guarantees was originated, why it is of vital 
importance to the banks and to the war effort, and 
how Regulation V is working out in actual practice 


the War Department, Navy Depart- 
ment and Maritime Commission, and 
designating the Federal Reserve banks 
to act as fiscal agents to handle under- 
writing details. The purpose of this 
article is to explain briefly why the 
plan of guarantee was originated, why 











Loans to Contractors, 
Subcontractors and 
Others for the Prosecution 
of the War 






It has been a matter of National concern that one of the 
great difficulties in obtaining the largest amount of war 
materials in the shortest possible time has been the matter 
of conversion of plants from peace time to war effort, and 
the financing of small business in order that it might 
participate more fully in speeding up war production. 


Acting under a recently issued Presidential Executive 
Order, this bank is now prepared to arrange for the financing 
of contractors, subcontractors and others engaged in busi- 
nesses or operations necessary for the prosecution of the 
war on a basis not heretofore possible in conformity with 
peace time credit rules and standards. This should be par- 
ticularly helpful to operations of a relatively small size, 
but which in the aggregate can make a large contribution 
to the war program. 





THE NATIONAL BANK OF COMMERCE welcomes this 







opportunity to extend still further its facilities and services 


to those who may be able to make any contribution to our 







war program and especially invites inquiries from contrac- 


tors, subcontractors and others equipped to consider war 






production. 
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“The Preadent's Exocutwe Order of Merch 26 
will enabdie bends to extend credit 

many war production tame heretolore mot 
ehigible tor loam on normal peecetme terms” 


A NEW SWORD 
IN THE HAND 
OF INDUSTRY! 


EVERYTHING today, except actual war 

operations, is secondary or incidental to 

e industrial production. Speedy, steady. 
uninterrupted production will bring early victory. There must be no 
“bottlenecks.” Lack of financing must not handicap the firms that 
have the skill and the will to do the jobd. 


Thousands of compames are being called on to convert their plants 
to war production—immediately, Many will have to expand produc- 
tion from ten to fifty times normal capacity. Obviously few firms, 
except the very largest, have sufficient capital to sponsor unassisted 
such great programs of expantion. Ordinary bank credit extended on 
a sound peacetime basis would also be inadequate. 

























To meet this very general need the President has authorized the 
Wer Department, the Navy and the Maritime Commission to guarantee 
certain Juans made by banks to firme with war contracts, whose 
tion is essential to the war effort. 


The manner of handling these loans has not yet been annagnced 
by the Government, but this bank will accept applications for this type 
of loan a3 soon as the mechanical details are worked out. In the mesn- 
time, any officer of the bank will be pleased two give anyone interested 
all the information available on the subject. 

Liberty National from the first dey of the war has felt a deep 
responsibility to lend every aid within its power to the Government and 
to the industries engaged in war production. We are glad that the 
President's executive order will again enable us to broaden the scope of 
our loaning services. 


LIBERTY NATIONAL BANK 
anv TRUST COMPANY 


OF LOUISVILLE, KY. 
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it is of importance to the individual 
bank as well as to the war effort, and 
how it is working out in actual practice. 

Regulation V was made urgently 
necessary by the rapid expansion of 
war production. The intensive drive 
to increase the flow of war materials 
has resulted in many concerns receiv- 
ing orders far beyond their normal 
output, and this has required an un- 
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| Loans to Speed Up 


| and Expand Production 
| for War Purposes 


Under Wartime Bank Credit Standards 


Any manufacturer or supplier, whether contractor or sub- 
contrector—large or smali—who may need financial aid in 
| executing war contracts is cordicily invited to discuss his 
requirements with this bank. 

Under Federal Reserve System Regulation “V", the three 
Government military procurement agencies are now 
| authorized to co-operote with banks on loons made to 
H finence the performance of war orders. 

The First Nationa! Bank in St. Lovis agrees fully with the 
ideo that peacetime credit standerds must no! be permitted 
to hold up war production, and stands ready to render any 
possible ossistonce under the terms and in full co-operation 
with the purpose of the new Regulation. 


GE 
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FEDERAL DEPOSIT INSURANCE CORPORATION 
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KENTON R. CRAVENS and an appropriate slogan 


Regulation V “aims at utilizing the existing banking facilities’ 


precedented expansion of working capi- 
tal. Here it is not a matter of financing 
an inherently poor credit risk; rather, 
it is simply a case of much more than 
ordinary need. One typical example 


| is that of a manufacturer whose normal 


output of business totaled about 
$1,000,000 annually. He was asked 
to produce war material costing $3,- 


| 000,000, and the order was _ subse- 


quently boosted to $30,000,000. While 
he might have been an ideal credit risk 
for a $500,000 loan, there was no 
banking institution which could safely 
lend him the ultimately necessary 
working capital under a _ peacetime 
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concept of credit standards, and there 
was no possibility of his obtaining 
additional fixed capital to finance the 
needed war production. Prior to 
Regulation V the War Department 
was authorized by law to advance up 
to 30 per cent of the contract cost to 
prime contractors, but there was no 
such provision for subcontractors. 
Critical and crucial bottlenecks de- 
veloped, particularly among subcon- 
tractors and in the manufacture of 
airplane parts, because of inability to 
obtain adequate financing. 

The solution, as proposed under 
Regulation V, is to superimpose war- 
time protection on peacetime credit 
facilities, and thus enable America’s 
banks to place their full resources 
behind war production. The program 
has been set up to provide decentraliza- 
tion, to eliminate as much red tape as 
possible, and to get adequate financing 
to producers of war materials with the 
least possible delay. It aims at utiliz- 
ing the existing banking facilities of 
the country instead of setting up a 
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government bureau or agency to 
duplicate such financial organizations, 
and thus to use the resources of private 
banking at a time when government 
funds should flow directly to the pay- 
ment of armaments. 


O much for the reasons why 

Regulation V was originated. The 
next question that might arise is: Why 
is it of vital interest to the individual 
bank? 

Anyone who even scans the news- 
paper headlines realizes that virtually 
every day brings some new curtailment 
in production for civilian needs. This 
inevitably will be reflected, to an ever- 
greater extent, in a _ reduction of 
normal lending operations by com- 
mercial banks. Already, the ebb tide 
has set in, and in the six weeks since 
March 18 commercial credits extended 
by banks have fallen off more than 
$300,000,000. 

Thus, with normal commercial as 
well as consumer loan sources fading 
from the picture, banks will doubtless 
want to investigate carefully the 
possibilities afforded under Regulation 
V for keeping funds working and main- 
taining earnings. Furthermore, they 
will want to do so from a patriotic 
standpoint, for they realize the tre- 
mendous stake involved in the present 
war production drive. 

While the war procurement branches 
are authorized to guarantee loans made 
by the Federal Reserve banks and the 
Reconstruction Finance Corporation, 
as well as to make loans direct to 
producers, the hope and expectation is 
that the bulk of the loans will be made 
by private financing institutions. 

There is nothing at all mysterious or 
complicated about the workings of 
Regulation V. The plan is extremely 
simple as to purpose and procedure, 
and is designed to provide utmost 
flexibility. Virtually any type of 
financing arrangement that may be 
deemed necessary can be made under 
its provisions. 

It is desired that wherever possible, 
war financing shall continue to be 
handled as usual by the banks, without 
a guarantee. However, when request 
for a loan is made by a concern whose 
war production needs are beyond its 
credit capacity, the request should be 
referred by the bank to the Federal 
Reserve Bank in the district or the 
nearest branch. Information to be 


Promoting Regulation V 


Reproduced at the left are some of the first bank advertisements issued on the subject of 
guaranteed war loans, indicating that these financial institutions are alert to the oppor- 
tunity afforded by Regulation V (on page 4 there is interesting information regarding the 


experience of banks in making loans under Regulation V). 


The Liberty National Bank 


and Trust Company of Louisville, Kentucky, in addition to its advertisement reproduced 
here, also sent out letters on April 2 and April 20 to firms in its trade area calling attention 
to the financing possibilities under the new plan 
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1. Name and location of financing institution 

. Name and location of applicant for loan 

. Amount of loan applied for 

. Percentage of loan to be guaranteed 

. (a) Rate of interest to be charged borrower 
(b) Maturity of proposed loan 
(c) Other terms and conditions of loan 

. Description of collateral, if any 

. War products to be supplied by applicant 
for loan 

8. Purposes for which funds will be used 

. (a) If applicant for loan is a prime Govern- 

ment contractor, give the following 


information with respect to each prime 
contract: 


(1) Unit of Government with which the 
prime contract is held 

(2) Name, title, and address of Govern- 
ment contracting officer 

(3) Contract number 

(4) Amount of contract and approxi- 
mate per cent completed 

(5) Date of first and last delivery 

(b) If applicant for loan is a subcontractor, 

give the following information with 

respect to each subcontract: 

(1) Name and address of concern with 
which applicant for loan has a sub- 


we Ww de 


sm 
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Data Requested on Application for War Loan Guarantee 


The information below is to be filled out by financial institu- 
tions in applications to the Federal Reserve Banks for war 
loan guarantees under Regulation V 


contract or order for supplying war 
products 


(2) Nameand address of prime Govern- 
ment contractor for whom products 
are being produced 


(3) Unit of Government for which 
products are being provided 


(4) Amount of applicant’s subcontract 
or purchase order and approximate 
per cent completed 


(5) Date of first and last delivery 


10. General statement by financing institution 
with respect to the applicant’s ability to 
perform the above contracts; the general 
character, reputation, and capability of the 
applicant; normal type and volume of 
production; and any other information 
which the financing institution would 
ordinarily take into account in considering 
a loan to the applicant. 


11. Copy of audited balance sheet and operat- 
ing statement for the last fiscal period of 
borrower, and copy of latest available bal- 
ance sheet and of latest available interim 
operating statement, should accompany 
application. (If audited reports for the 
last fiscal period are not available, furnish 
balance sheet and statement of earnings 
and expenses for that period properly 
certified.) 














Production rather than credit standards are the ultimate criterion 


covered in the bank’s application for a 
guarantee is listed in a separate box 
reproduced above. 

An important point to be remem- 
bered is the fact that it is not neces- 
sary for the borrower to have a war 
contract actually in hand when making 
an application for a loan under Execu- 
tive Order 9112. If the borrower is 
engaged in or is about lo engage in any 
business necessary, appropriate or 
convenient for the prosecution of the 
war and is in need of funds for such 
business, he is eligible to apply for a 
Regulation V loan. 

Speed in handling each application 
is considered highly important, and 
to this end a system has been de- 
veloped which involves decentraliza- 
tion and an absolute minimum of red 
tape. The War Department plans to 
have a liaison officer stationed at each 
Federal Reserve Bank, to pass upon 
the eligibility of the borrowers from a 
technical or production standpoint. 
Pending the installation of such liaison 
men, all applications for guarantees 
have been referred to Washington, 
but this has meant no real delay. In 
emergency cases, applications have 
been passed upon within three hours, 
while 24 to 70 hour service has been 
the rule. With liaison officers in the 
field, guarantees for loans not exceed- 


ing $100,000 can be approved at the 
Reserve banks without submission to 
Washington for prior approval, and 
after the plan has been in operation 
for a time the maximum amount that 
can be approved locally may be sub- 
stantially increased. 


T is the function of the Reserve 

banks as fiscal agents under Regula- 
tion V to investigate the credit stand- 
ing and financial condition of the war 
loan applicants, and arrange such 
terms and conditions as are deemed 
advisable. Guarantee charges will be 
variable, and will be based upon the 
risks the lender assumes and the 
interest rate agreed upon between the 
lender and the borrower. Under this 
arrangement, the greater the share of 
the financial responsibility of the local 
bank in the loan, the greater the net 
return. The higher the guarantee, the 
smaller the margin of return. 

No bank will be permitted to charge 
more than 5 per cent interest on any 
guaranteed loan. The share of such 
interest to be received by the govern- 
ment for the guarantee ranges as 
follows: For a 91 per cent to 100 per 
cent guarantee, 30 per cent to 40 per 
cent of the interest. For a 76 per cent 
to 90 per cent guarantee, 20 per cent 
to 30 per cent of the interest. For a 


loan that is guaranteed 75 per cent 
or less, 10 per cent to 20 per cent of the 
interest. The mimimum charge levied 
for a guarantee is one-half of 1 per cent 
of the loan. Such fees will go direct 
to the War or Navy Department or 
the Maritime Commission, and the 
Federal Reserve banks will be reim- 
bursed for actual expenses incurred, 
The Reserve banks assume no liability 
for the loans, simply acting as fiscal 
agents, and the contingent liability 
falls upon the Treasury. 

Banks are urged to take as large a 
share of the financial responsibility in 
the loans as possible. While under 
unusual circumstances a 100 per cent 
guarantee will be extended, the general 
policy is to require local banks to 
participate to some extent, with a 
90 per cent guarantee being the usual 
limit. Banks are expected to service 
the loans in each case, and it is be- 
lieved that if they hold a portion of 
the responsibility there will tend to be 
better supervision of the extensions 
of credit. 

In addition to speedy certification, 
another example of the effort being 
made to eliminate red tape and to 
facilitate the flow of financial aid to 
war producers is the type of guarantee 
agreement used by the armed services 
under Regulation V. The agreement 
is notably brief, consisting of only 
about two printed pages. However, it 
provides a maximum degree of protec- 
tion to both lender and borrower, and 
is actually a commitment to purchase 
as well as a guarantee against loss. 
The salient points are: 

1. The government will purchase, 
within ten days after demand, the 
guaranteed per cent of the loan. Such 
demand can be made at any time prior 
to maturity and in any event not later 
than the sixtieth day after maturity. 

2. The financial institution retains 
possession of the obligation and collat- 
eraland unless otherwise provided may 
renew, extend, or release collateral and 
otherwise service the loan according 
to normal banking procedure. 

3. The borrower is protected from 
squeeze by prohibitions against the 
financial institution bringing suit or 
otherwise enforcing the obligation with- 
out the consent of the government. 
Likewise the financial institution is 
protected since the government must 
purchase the financial institution’s 
entire interest in the loan should the 
government fail to give consent to sue 
or otherwise enforce the obligation. 

4. The financial institution is pro- 
tected against cancellation by the 
government of the borrower’s war 
production contracts, when such action 
is due.to no fault of the borrower, by 
having the unguaranteed portion of the 
loan reduced in the same proportion 
as the percentage of contracts can- 

See GUARANTEED WAR LOANS—Page 3° 
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The CLEARING HOUSE of PICTURES 




















DR. HAROLD STONIER 
--- Dr. Stonier, executive man- 
ager of the American Bankers 
Association and director of 
The Graduate School of Bank- 
ing, on May 10 received an 
honorary degree of Doctor of 
Letters at the 176th anniver- 
sary commencement of Rut- 
gers University. The degree 
was conferred upon Dr. Stonier 
by Dr. Robert C. Clothier, 
president of the University. 


MARK A. BROWN... 
Mr. Brown, vice-president of 
Harris Trust & Savings Bank, 
Chicago, is now financial ad- 
visor to the Director of the 
Division of Industry Opera- 
tions of the War Production Board. Mr. Brown renders 
counsel on monetary matters. 


MAJOR GENERAL JOHN C. PERSONS... 
General Persons, on leave of absence as president of 
The First National Bank of Birmingham, Birmingham, 
Alabama, is commanding officer of the 3lst infantry 
division, United States Army, now stationed at Camp 
Bowie, Texas. He is said to be the only active banker 
MAJOR GENERAL in the country holding a rank of major-general and 
JOHN C. PERSONS commanding a combat division of our armed forces. 


PERCY J. EBBOTT ... Mr. Ebbott, vice-presi- 
dent of The Chase National Bank, New York City, was 
elected president of the Association of Reserve City 
Bankers at the annual meeting of that association in 
Hershey, Pennsylvania, on April 28. 





























DR. HAROLD STONIER 





MARK A. BROWN 


LEVI P. SMITH... Mr. Smith, president of the 
Burlington Savings Bank of Burlington, Vermont, on 
May 8 was elected president of the National Association 
of Mutual Savings Banks. He succeeds Andrew Mills, 
Jr., president of the Dry Dock Savings Institution, New 
York City. 


R. OTIS McCLINTOCK... Mr. McClintock is 
another prominent banker recently called to serve in an 
important capacity with the 
War Production Board. He 
is liaison officer between the 
Board, the Office of Petroleum 
Co-ordinator, and the Recon- 
struction Finance Corporation. 
Meanwhile, he is on leave of 


PERCY J. EBBOTT 





LEVI P. SMITH 








absence as president of The 
First National Bank & Trust 
Company of Tulsa, Tulsa, 
Oklahoma. 


MISS ANTOINETTE 
BYRNE ... Miss Byrne has 
been newly appointed assistant 
secretary of the American 
Bankers Association. She 
joined the A. B. A. staff 
twenty-two years ago. 
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“‘Gentlemen,’’ said the old director. “| have been 


inspecting bomb shelters’ 


happened. Better call up his 

house, Mr. Spearhawk,” sug- 
gested President Perkins. The sound 
of his voice disturbed the suffocating 
June stillness, previously marred only 
by two bluebottle flies droning in a 
circle around the milk-colored porce- 
lain globe, which threw down a hot 
deluge of light on the battered direc- 
tors’ table of the Ferndale National 
Bank and the four heads of the 
directors. 

Mr. Spearhawk gave the telephone 
crank a jerk, clapped the receiver over 
a thin, yellowish-green ear, and after 
a brief moment responded to an 
echoing voice. 

*‘Ain’t you coming down to the meet- 
ing, Clutchbill?”’ Spearhawk demanded. 
“Oh, is that you, Miss Marilla?’’ 

The pale silver voice of Director 
Clutchbill’s ancient sister floated over 
the wire. 

“IT don’t know where Aaron is. 
getting worried. 


SS evened. serious must have 


I’m 
I’m afraid he’s got 


lost in the mountains.”’ 
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A well-timed bombshell breaks up the bankers’ 


summer outing, and enables the Ferndale bank 


to option some desirable bombproof shelters 


“Lost!” Mr. Spearhawk’s citron- 
colored eyebrows hopped up. 

“Yes, he and his crony, Cal Bannis- 
ter, went into the mountains today. 
Aaron is awfully concerned about 
something.” 

“You mean his health?’”’ asked Mr. 
Spearhawk turning a shade paler. 
“I didn’t know Mr. Clutchbill was 
ailing.” 

“Oh, no, it ain’t that. I don’t 
know if he’d want me to tell of it yet, 
but I think Aaron’s fitting out a bomb- 
proof apartment in a ledge over in 
the mountains.” 

*““No! !? Mr. Spearhawk’s pale eye- 
brows stretched farther skyward. “I 
wonder where his bombproof apart- 
ment is?” A startled and covetous 
tone had come into Mr. Spearhawk’s 
voice. 

““He’s awful secret about it. Don’t 
the bank own a mountain lot over 
there?”’ 

Mr. Spearhawk clamped a_ hand 
over the receiver and opened his 
mouth in a burst of discovery. 


“Panther Pass!” he shouted. 

Directors Perkins, McTavish and 
Dinghy stared at Mr. Spearhawk, 
then one of them found tongue and 
snapped: 

““Spearhawk! Snap out ofit. What's 
happened?” 

Suddenly the directors’ room door 
opened. The missing director, Mr. 
Clutchbill, stood in the entrance, a 
battered panama hat pulled at a 
rakish angle over one eye. 

““Gentlemen,”’, said the old director, 
scuffing over to his accustomed chair 
and sitting down, “I have _ been 
inspecting bomb shelters. In_ the 
event of an invasion the Ferndale 
National may have to move into one. 
We want to be first, and I have dis- 
covered some natural vaults.” 

President Perkins hurriedly shook 
his jaw loose. “You found a vault 
... a natural vault?” 

“Right on our own property.” 

“Was there any private apartments, 
vaults or even fox holes?” demanded 
Mr. Spearhawk in an anxious voice. 
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“A few private ones, Mr. Spear- 
hawk. I am planning to sell options 
on them to raise funds to pay the 
back taxes on our mountain lot in 
Panther Pass. The natural bomb 
shelters are in a lofty ledge overlooking 
the highway through the Pass. And 
the ledge is on the old mountain wood- 
lot we took years ago under a mort- 
gage.” 

“Bah!” sneered Director Dinghy, 
“you'll never sell any options on bomb 
shelters way over there in the moun- 
tains.” 

“I don’t know why not,” snapped 
Mr. Clutchbill. ‘They’re right on a 
main highway.” 

“How’d you come on them?” gulped 
President Perkins. 

“As you remember, gentlemen, a 
month ago I was able to get Panther 
Pass chosen for the location of the 
state bankers’ summer meeting and 
Picnic. The picnic occurs the coming 
week-end, so I’ve been over often to 
examine the parking space and in 
doing so came upon a remarkable dis- 





From far off but with increasing venom came an angry hum like that of a bomber 


covery. The cliff there has been used 
in prehistoric times for living quarters.” 

“What?” grunted Mr. McTavish, 
““a cliff dwelling?” 

“You will be amazed when you 
learn what I found, gentlemen,” went 
on Mr. Clutchbill. “While I was 
examining the face of the cliff through 
a telescope of Cal Bannister’s, I dis- 
covered peculiar streaks of a reddish- 
brown color which I judged to be 
traces of natural iron, but they came 
at regular, measured intervals on 
the face of the cliff as though a 
human hand had made them there. 


" R. Bannister and I climbed 

around through the woods and 
came out on the very brink of the ledge. 
The moment we looked over and 
examined the face of the cliff a startling 
thing caught our eye. Large iron 
spikes, almost rusted away, had in 
some far-off day been driven at regular 
intervals into crevices on the face of 
the rocks. We were able to work our 
way down along their remaining por- 





tions. They led us to a broad shelf. 
Along it ranged a series of caverns 
running back into solid rock. In one 
we found an ancient rusted musket, 
and old iron kettle and that... ” 
Mr. Clutchbill flung on the table a 
copper coin. 

“Khar!” Mr. McTavish snatched 
it up and hooked on a jiggling pair of 
eyeglasses with a trembling hand. 
“A British penny,” he announced, 
“dated 1731 ... head of George II. 
I’m going to see this place. I’m going 
over there.” 

““You may see it on the fly while you 
sail past if a bomb drops on Ferndale 
Village,” ventured Mr. Clutchbill. 

‘*Fiddlesticks!’’ muttered Mr. 
Dinghy, the silent director, “‘no bomb- 
er would waste a bomb on this trifling 
village.” 

“Don’t be too sure,” growled Mr. 
McTavish, now completely won over, 
‘“‘we aren’t so far from the coast. If 
an enemy plane gets scared it dumps 
its load anywhere —over Ferndale Vil- 

See DIRECTOR CLUTCHBILL—Page 34 
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CANADIAN BANKING 








By JAMES MONTAGNES 


Banks Encourage Greater 
Farm Production 


Similar to the theme of United 
States bank advertising, directed to- 
ward stimulating agricultural produc- 
tion under the Food-for-Freedom pro- 
gram, is the advertising of Canadian 
banks which has been appearing dur- 
ing the current season, 

Typical is a Bank of Montreal adver- 
tisement, illustrated in the adjoin- 
ing column, which announces “Funds 
Available for Increasing Food Sup- 
plies.” The copy points out that 
many farmers are redoubling their 
efforts to increase food production for 
Great Britain and the Empire’s armies, 
and that it is not surprising if they 
have to borrow to help finance their 
increased task. Farmers, if they need 
credit, are urged to call on the nearest 
branch manager of the bank. 


* Sd ° 


War Financing Expands On 
Year-Round Basis 


The national war finance committee 
of the Canadian Government, headed 
by G. W. Spinney, general manager of 
the Bank of Montreal, has announced 
that public war financing drives will 
be expanded. Victory Bonds, which 
have thus far been sold only during 
periodical Victory Loan campaigns, 
will be sold the year around by banks 
- in $50 and $100 denominations. They 
are sold across the counter by banks 
or on an installment basis at approxi- 
mately 1% per cent interest. The 
bonds bear 3 per cent interest with 
half-yearly coupons. 

New impetus is to be given the sale 
of war saving stamps and certificates, 
with the latter probably to be sold 
directly by banks. These war saving 
certificates have only been available 
thus far on application to the Depart- 
ment of Finance at Ottawa. They are 
issued in multiples of $4, and mature 
in 7% years in multiples of $5. Many 
large institutions, corporations and 
commercial business houses have em- 
ployee war saving certificates payroll 
deduction plans in operation. Retail 
stores will have 25-cent war saving 
stamps on sale under the new plan, 
the stamps being applied on purchase 
of certificates. 

Under the plan it is hoped that 
investment by Canadians in war sav- 
ing certificates and Victory Bonds 
will be more than doubled and will thus 
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FUNDS AVAILABLE 
FOR Increasing FOOD SUPPLIES 


To increase food production for Great Britain and the Empire's armies 
many farmers are redoubling their customary strenuous efforts. It is not 
to berrow to help finance their increased task 





« any constructive purpose, call on out 
tell him cf your requirements. He undes- 
I co-operate with you as far as sound banking 
ness with che Bank will be held in strictest confidence, 


‘A BANK WHERE SMALL ACCOUNTS ARE WELCOME” 
Modera, Expericaced Banking Setvice ..... . the Outcume of 124 








Matching the theme of U. S. bank 
advertising under Food-for- 
Freedom program 


reach well over the $2,000,000,000 
mark during the current fiscal year. 


S e ¢ 


Western Farm Mortgage 
Situation Brightens 


An indication of how mortgage loans 
in western Canada are being lightened 
is afforded by figures in the 1941 report 
of the Registrar of Loan Corporations 
for Ontario. This report lists nine loan 
companies and sixteen trust companies 
with mortgage interests in the three 
prairie provinces of Alberta, Saskatche- 
wan and Manitoba. Principal pay- 
ments on mortgages held by these com- 
panies in the west have been cut close 
to $5,000,000 since 1939, with mort- 
gages now outstanding totaling nearly 
$63,000,000, which is about 30 per 
cent of the total mortgage business 
of these twenty-five companies. 

Improved collections on western 
farm mortgages in 1941 were due in 
part to the huge 1940 wheat crop. 
Deliveries of this crop to rural eleva- 
tors were spread out by the quota sys- 


tem so that a large part of the settle. 
ments was not made until 1941. The 
shorter crop last year enabled settle. 
ments to be made before the end of the 
year with the result that in many cases 
two years’ payments were made in the 
one season. Such favorable circum- 
stances are not expected to be repeated 
this year. With collections improved, 
some mortgages which had been writ- 
ten off as a total loss have been repaid 
in full. 

Mortgage companies generally are 
well aware of the difficulties with which 
farmers have been faced in the past 
few years, and recognize that the 
farmers’ share of the national income 
has been low. 


the difficulties of western farmers, for 
mortgage debts did not become bur- 


densome until western farm incomef 


dropped. A long range agricultural 
program is considered the solution. 

A notable fact in connection with the 
whole farm mortgage situation is that 
in recent months, with the increased 
ability of the farmer to pay on his 
debts, there is reported an increased 
willingness on his part to pay and a 
general improvement of debtor-creditor 
psychology. 


e ¢ Sd 


Trust Companies Increase 
Estate Business 


Annual reports of Canadian trust 


additional clients is meeting with 
success. Twenty-two of Canada’s 
largest trust companies increased the 
assets under their administration in 
the past year by $20,000,000 to a total 
of $2,475,000,000. Most of these 
totals are made up of small estates. 
One company’s estate department, 
for instance, reports that for the past 
five years more than half the estates 
which came in were under $25,000. 
New Federal succession duties which 
came into force last summer have 
helped to swell the number of clients, 
while higher taxes have meant smaller 
estates to administer. 

Trust and loan companies managed 
to maintain their positions during 1941 
to a satisfactory degree, it is reported. 
Net profits were on the whole lower 
than in 1940, with increased taxation 
the main reason. Some companies 
reported paying three times as much 
in taxes last year as compared with 

See CANADIAN BANKING—Page 34 
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: Note Due at ‘‘Whim’’ of Holder 


While the holder in due course of a 
negotiable note takes the instrument 
free and clear of the defenses which the 





| maker may have had against the payee, 
}the holder of a non-negotiable note 
enjoys no such immunity. If the 
negotiability of the instrument has 
| been destroyed, the maker may set up 
} against the holder any defenses which 
» he could have made against the payee. 
The Supreme Court of Oklahoma 
recently pointed out that the language 
}of a note may make it non-negotiable 
hand destroy the protection given the 
‘holder in due course of a negotiable 
| instrument. 

In the case before the court a note 
| was given to a business concern and 
}certain stocks were pledged with the 
finstrument as security. One of the 
| provisions of the note was as follows: 
“If the maker or any one of the 
smakers hereof shall fail to furnish 
additional security upon the demand 
of the company (payee), the said 
company is authorized to declare all 
§ indebtedness owed to it by the maker 
» or makers hereof immediately due and 
| payable without giving notice of said 
| declaration.” 

“A note containing language,” said 
the court, “providing for the accelera- 
tion of the due date upon the caprice 
or whim of the holder is thereby 

Htendered non-negotiable. The first 
portion of the note before us contains 
all of the essential elements of a 
negotiable promissory note under the 
terms of the Act, but the succeeding 
language and the rights and liabilities 
provided for thereunder convert the 
note into something far different from 
an ordinary negotiable promissory 
hote. For the reasons stated, the 






By 


CHARLES R. 
ROSENBERG, Jr. 


Member of the Bar of Pennsylvania and of the 
District of Columbia 


note is non-negotiable and by reason 
thereof the maker may present any 
defense against the present holder that 
could have been presented against the 
note in the hands of the original 
payee.” 

The fact that the “present holder” 
who sued on the note, acquired it 
before maturity as an innocent pur- 
chaser for a good and valuable con- 
sideration, did not help him. (Ameri- 
can Finance Corporation vs. Bourne, 
123 Pacific Reporter, Second Series, 
671.) 


¢ o ¢ 


Surety or Endorser? 


Whether a party to a negotiable 
instrument is an endorser or a surety 
may not seem particularly important, 
and probably is not in most instances. 
In a Georgia case, however, it de- 
veloped that if one of the parties to a 
note was a surety, he was not liable, 
but if he had signed as an endorser, 
the note could be enforced against him. 

His signature was written across 
the back of the note. He signed it, 
he told the court, solely for the purpose 
of lending credit to the makers. 
Nothing else appeared on the back of 
the note in connection with his signa- 
ture. 

‘Whatever may have been true 
before the enactment of the negotiable 
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A summary of current decisions that 
are of particular interest to banks 


instruments act,” said the Georgia 
court, “it is now true that when 
nothing else is shown except that a 
person endorses a note for the accom- 
modation of a maker he is as a matter 
of law an irregular endorser and not a 
surety. It requires more than proof 
of endorsement for accommodation to 
constitute suretyship under the negoti- 
able instruments act. The law pro- 
vides that one who places his name on 
an instrument other than as maker, 
drawer or acceptor is deemed to be an 
endorser unless the contrary is indi- 
cated on the paper itself. 

**How this endorser signed is impor- 
tant here because the statute of 
limitations is involved. The holder 
had twenty years to sue if the defend- 
ant was an endorser but only six years 
if he was a surety, since the signatures 
on the back of the note were not under 
seal. Under the facts here the defend- 
ant’s signature was as irregular en- 
dorser, and the six-year statute of 
limitations did not apply.” 

As the makers of the note, however, 
had executed it under seal, the twenty 
years statute of limitations applied to 
them and to the endorsers. (Cantrell 
vs. Byars, 19 Southeastern Reporter, 
Second Series, 44.) 


4 4 ¢ 


Liability of Joint Makers 


In many notes signed by joint 
makers, the true situation is that one 
gets nothing out of the transaction 
and signs merely as surety or guarantor 
for the accommodation of the other 
maker or makers. In a recent Texas 
case the “‘accommodation co-maker’’ 
on the note sued on raised the question 

See COURT DECISIONS—Page 37 
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THE BOOKLET C 


New Booklets 


Sound Business ... A 15-page 
booklet, issued by a bank to its em- 
ployees, outlining approved policies 
and practices in the business use of the 
telephone. There is a discussion of 
nine specific essentials to be kept in 
mind in connection with telephone 
conversations. There are also instruc- 
tions as to the bank’s policy regarding 
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The booklets listed here are offered 
without charge or obligation. 
Simply address requests on bank 
or company letterhead to 


The Editor 
The Burroughs Clearing House 
Second and Burroughs Avenues 
Detroit, Michigan 





methods of answering the telephone, 
completing a call to a person not at his 
own telephone, making an inside call, 
transferring outgoing calls, etc. 

The bank recognizes that one of its 
important contacts with the public is 
by means of the telephone, and that 
each time a telephone call is made or 
received, someone has an opportunity 
to create a favorable impression of the 
bank. Therefore, it is extremely 
interested in the telephone technique 
of its employees. 


The Case for Selected Railroad 
Bonds... The improved near-term 
earnings outlook for railroads has 
directed the attention of many inves- 


The Case for 


SELECTED 
RAILROAD BONDS 





HALSEY, STUART & CO. Inc. 


cHicaco 201 South La Salle St. New yorx 35 Wall St. 
AND OTHER PRINCIPAL CITLES 











Pro and con factors discussed 


tors to this field, in view of the scarcity 
of new investments and the reduced 












yields offered by more favored media. 

This booklet impartially discusses 
the pro and con factors involved, 
approaching the subject from the 
standpoint of the conservative investor 
rather than the speculator. 

On the favorable side, the booklet 
cites the increased revenue of the 
railroads growing out of the war 
activity, their improved operative 
efficiency, higher public esteem, etc, 
Arguments on the negative side, ques- 
tioning the permanence of the current 
upturn in rail fortunes, also point to 
the possibility of increased taxes and 
higher operating costs, additional gov- 
ernment control leading to possible 
government ownership, and the pros- 
pect of greatly intensified competition 
from augmented air and water-borne 
transportation facilities after the war. 

It is recommended that investors 
consider only three types of railroad 
bonds, in addition to equipment and 
terminal issues: (1) the mortgage 
obligations of strong companies whose 
solvency has not been in question even 
during the most difficult days of the 
depression period, (2) the senior mort- 
gage obligations of selected marginal 
railroads which give promise of main- 
taining their income and prior lien 
status even under adverse future 
conditions, and (3) the fixed interest 
obligations of selected lines whose 
reorganization has been completed and 
whose lien position and earnings pro- 
tection have been improved by reason 
of reduction in capitalization. 

Within these limits, the booklet 
suggests some specific considerations 
for determining the outstanding values 
among the more sound issues. 


Package Tying Equipment 
. - » Description of a machine that 
promises to be widely adopted by 
banks in view of the scarcity of rubber 
bands. It is designed automatically 
to make a single or double wrap of 
cotton twine around a package of any 
size up to 11% inches wide, and to tie 
the package in one and two-tenths 
seconds without waste and in a knot 
that is easily untied. Many banks 
have turned to this equipment to tie 
their cancelled checks, currency, mail, 
etc., and the Federal Reserve banks 
have used it for a number of years to 
tie currency. 


Still Timely 


Municipal Bonds... A leading 
bond investment firm has prepared six 
booklets dealing with the following 
subjects: Present Day Considerations 
in the Choice of Municipal Bonds, 
Financial Statements as a Guide in 
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“1 know human nature 
.. there’s no dishonesty 


in my organization!” 
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Selecting Municipal Bonds, Factors 
Which Determine the Marketability of 
Municipal Bonds, Recourse in the 
Event of Default of Municipal Bonds, 
and Revenue Issues —a Self-Supporting 
Type of Municipal Bonds. Single 
copies may be requested by title, or 
the entire series will be sent if desired. 


Latin America . .. A 5l-page 
brochure containing valuable informa- 
tion about each Central and South 
American country. Presented in con- 
cise form are facts concerning ex- 
change and trade restrictions, principal 
imports and exports, government 
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finances, credit and economic condi- 
tions. 


Paper Standardization and 
Simplification . .. There are now 
specific restrictions on the sizes, grades 
and colors of paper that manufacturers 
can supply. This folder illustrates 
how the regulations apply to the 
products of one company that special- 
izes in various types of business papers. 


How Small Industries Can Go 
After War Work .. . Information 
on how smaller concerns should pro- 
ceed to obtain war contracts or sub- 








Howitzers and hogs! 


METALS for guns, tanks, planes, ships 
are important sinews of war. So, too, 
are food, fibre, vegetable oil—fromour 
farms, ranches and groves. American 
agriculture, like American industry, is 
going ahead in full wartime production. 

Aiding the efforts of farmers and 
stockmen to attain the new production 
goals is the credit extended by local 


lending institutions, many of which re- 
discount their agricultural paper with 
the Federal intermediate credit banks. 

Through consolidated debentures, 
offered by these banks to finance such 
credit, a sound medium is provided 
for enrolling investment 
dollars nationally in our 
agricultural war program. 





THE FEDERAL INTERMEDIATE CREDIT BANKS 


SPRINGFIELD, MASS. 
BALTIMORE, MD. 
COLUMBIA, S. C. 


LOUISVILLE, KY. 
NEW ORLEANS, LA. 
ST. LOUIS, MO. 


ST. PAUL, MINN. 
OMAHA, NEB. 
WICHITA, KAN. 


HOUSTON, TEX. 
BERKELEY, CAL. 
SPOKANE, WASH. 


Further information regarding the Debentures may be obtained from 


CHARLES R. DUNN, Fiscal Agent 


31 Nassau Street, New York, N. Y. 





In writing to advertisers please mention The Burroughs Clearing House 





contracts, to form pools to receive war 
orders, and to obtain financial assist. 
ance. 


Credit Problems in a War Econ- 
omy ... An interesting analysis of 
financial problems confronting the 
civilian and war-product manufacturer 
under current conditions. Also a dis- 
cussion of the part being played by 
commercial banks and government 
agencies in financing war production, 
Another section contains 14 important 
financial ratios for 72 lines of business 
activity. 

« * + 


GUARANTEED 
WAR LOANS 


(CONTINUED FROM PAGE 22) 


celed. For example, if the loan was 
initially 80 per cent guaranteed by the 
government and 75 per cent of the 
borrower’s war production contracts 
were canceled, the financial institu- 
tion’s guarantee would automatically 
be stepped up from 80 per cent to 95 
per cent. If all of the borrower's 
contracts were canceled, such as 
would probably happen in event of the 
termination of the war, the financial 
institution’s guarantee would be 
stepped up to 100 per cent. 

5. The borrower is likewise pro- 
tected in event of cancellation of his 
war production contracts by the gov- 
ernment without fault on his part, by 
being allowed a waiver of interest and 
extension of the maturity for that 
percentage of the outstanding loan 
equal to the percentage of the war 
production contracts canceled. 

6. All losses in the event of any 
purchase by the government are shared 
ratably by the government and the 
financial institution in accordance with 
their respective interest in the loan. 

In arranging for guaranteed loans 
under Regulation V, the liaison officers 
and the Federal Reserve banks are 
expected to make reasonable efforts to 
protect the government against loss, 
but it is expressly understood that 
guarantees are not to be denied o 
unnecessarily delayed because of the 
difficulty of obtaining adequate pro- 
tection against loss. The primary goal 
is the expeditious expansion of wal 
production, and production rather 
than credit standards are the ultimate 
criterion. Initial reports show that 
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may help to indicate the procedures 
involved, and the fast service that is 
available under urgent situations. 

One Saturday a small bank advised 
the Reserve Bank of its district by 
telephone that a customer had made 
application for a loan less than $5,000, 
and desired immediate disbursement 
of at least one-third of that amount. 
Under the terms of the subcontract, 
work had to be started the following 
Monday. In order to comply with 
these terms the borrower had to move 
his equipment on the site on Sunday. 
Immediately the Reserve Bank advised 
the Board of Governors of the Federal 
Reserve System in Washington that a 
local bank had requested a guarantee 
on the loan and called attention to the 
urgency of an immediate disbursement 
of a portion of it. On that same day 
the information received from the 
Reserve Bank was communicated to 
the armed service concerned. That 
afternoon the armed service authorized 
the Reserve Bank to execute the guar- 
antee and immediate disbursement of 
the required amount was made, en- 
abling the borrower to move his 
equipment on schedule. 


IN another example, a large com- 

mercial bank was approached by one 
of its customers which holds prime 
and subcontracts for the manufacture 
of war implements aggregating approxi- 
mately $3,000,000. The bank advised 
the Federal Reserve Bank that the 
customer had applied for a substantial 
loan to finance the performance of 
these contracts, and the bank re- 
quested a guarantee under the provi- 
sions of Regulation V. 

The second succeeding day, Satur- 
day, the Reserve Bank recommended 
to the Board of Governors in Washing- 
ton that the armed service concerned 
be requested to issue a guarantee on a 
loan approximating half a million 
dollars. The following Monday the 
recommendation of the Reserve Bank 
was transmitted to the armed service, 
and the next day the armed service 
authorized the Reserve Bank to issue 
the guarantee recommended. The 
commercial bank made the first dis- 
bursement on the loan to its customer 
on the eighth day after the original 
request. 

In a third instance, a company 
applied to its local bank for a line of 
credit between two and three million 
dollars, to finance the performance of 
war contracts aggregating approxi- 
mately $75,000,000. The local bank 
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made application to the Federal Re- 
serve Bank of its district on the same 
date for a guarantee in connection 
with the loan. The following day the 
Reserve Bank wired the Board of 
Governors in Washington recommend- 
ing that the proper armed service 
authorize the Reserve Bank to issue 


the guarantee requested. While these 
contracts involved more than one 
armed service, the department under 
which the majority of the contracts 
were held was contacted. On the 
third day, April 14, the armed service 
concerned authorized the Reserve Bank 
to issue the guarantee, which was 
promptly done, and the first disburse- 
ment was made by the local bank to 
the borrower on April 16. 

Loans approved for guarantee under 
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Regulation V have ranged in size from 
$700 to $13,500,000. Some even larger 
guaranteed loans, in which syndicates 
of banks are involved, are in the mak- 
ing. One such syndicate is financing a 
combination of 31 contractors who are 
helping to fill a gap in a critical war 
material. In this project, one main 
subcontractor alone requires about 
$50,000,000; the other 30 contractors 
will need about $60,000,000. The 
entire financing job is being handled 
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“THERE is more steam up in the Bell 
System than I ever remember. The 
wires hum with war and wartime 
production. There’s more telephon- 
ing than ever before. 

“The pressure of war and war’s 
work is on — especially on our toll 
lines. If you are going to use Long 
Distance you can help by — 


Knowing the number you want to call. 
Calling in the less busy hours — be- 


.-. fore 10 A.M. and after 8 P.M., for 


“Let’s give vital war calls the right 
of way and make equipment go as 
far as possible, saving copper and 
other materials for the war.” 





“The Telephone Hour’'— presenting great artists every Monday evening—N. B. C. Red Network 
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by private banking institutions, utiliz- 
ing Regulation V. 

The large size of some of these loans 
illustrates the point that the guarantee 
under Regulation V is not intended 
exclusively for small business, although 
its value as a means of enabling the 
smaller concerns to obtain adequate 
financing for war production has been 
emphasized. It is recognized, also, 
that financing is but one phase of 
the “‘small business problem.” Some 
means must likewise be found of 
filtering down to the smaller enter- 
prises actual orders for war material 
that they are capable of producing. 
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Here, too, the local banks can be of 
great assistance through their wide 
knowledge of prime contractors and 
their ability to suggest specific sub- 
contracting opportunities. 

While it may not in itself provide 
the complete answer to the small busi- 
ness problem, Regulation V does offer 
private banking an opportunity to go 
“all-out” in supplying the financial 
sinews needed for unparalleled war 
production. Where ordinary bank 
credit on sound peacetime terms would 
in many cases be entirely inadequate, 
with many firms being called upon to 
expand their plants to produce from 
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| permanent civil service status accrues. 





ten to fifty times their normal peace. 
time output, the loan guarantee wil] 
enable banks to extend all the credit 
required in cases where the Army, 
Navy or Maritime Commission cop. 
sider it necessary to the war effort. 

As President Henry W. Koeneke of 
the American Bankers Association hag 
cogently written in an open letter to 
the executive officers of America’s 
banks: 

“The program of production put jn 
action by Regulation V commands the 
whole-hearted co-operation of American 
banking. Your quick response to its 
appeal and your support of its objec. 
tives will give strength and encourage- 
ment to America’s entire war effort, 
It presents an opportunity for high 
patriotic service. I am confident that 
in this program of production the 
banks of America will be ahead of 
schedule.” 

- 7 Sd 


PERSONNEL 
SHORTAGE 


(CONTINUED FROM PAGE 13) 


War contractors obviously want a 
large body of employees only for the 
duration. Contrasted with that is the 
reasonable expectancy of permanent 
tenure of employment that attaches to 
most bank positions. Assured em- 
ployment on a permanent basis ap- 
peals to many more strongly than big 
money for a limited period; and that 
appeal is rendered the more powerful 
by fair and considerate treatment of 
employees by the bank management. 
All of us associated with bank manage- 
ment will do well to bear in mind that, 
in some respects, the good will of 
employees is even more important 
than the good will of customers. 
From England have come reports 
that banks, stores and other non-war 
enterprises in that country have been 
successfully employing cripples and 
others, both men and women, with 
physical disabilities that exclude them 
from military service and work in wal 
industries. A person with the mental 
capacity and sufficient physical ability 
to perform the duties of a desk job, 
for example, may make a very efficient 
and satisfactory employee despite the 
fact that he has lost a leg or has 2 
pronounced limp as a result of infantile 
paralysis. Just how far banks will g0 





in adding such handicapped persons 
to their organizations wil] probably 
depend upon the situation as it de 
velops during the future course of the 
war and, more particularly, the wal 
production program. 

We have made an experimental stat! 
in that direction by employing retired 
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retired 


police and firemen as runners. These 
men have been retired from the munici- 
pal service between the ages of fifty 
and sixty for minor physical impair- 
ments and while they are perhaps 
slower than younger men would be, 
they are loyal and conscientious and 
deliver very satisfactory service. As 
they are retired from the police and 
fire departments on half pay, they are 
satisfied with the reasonable salaries 
we are paying them as runners. 

Our outstanding problem under 
present conditions is to locate prospec- 
tive applicants to replace employees 
who are being drawn away from us. 
We are particularly anxious to find 
young people, especially girls, whose 
education, mental abilities and general 
background will make it possible for us 
to train and advance them to responsi- 
ble positions. And, of course, we can- 
not lower our standards of character 
and integrity, even in wartime. 


WE seek these youthful applicants 

through every likely channel: the 
high schools, the colleges, our present 
employees, our friends and depositors. 
Sometimes a depositor has a son or 
daughter or other young relative whom 
he is interested in placing in a job. 
One of our troubles in Washington 
arises out of the fact that by law in the 
District of Columbia boys and girls 
between sixteen and eighteen years 
cannot be employed without a working 
permit, and even then they may work 
only certain hours, never more than 
eight hours in any one day. Ironically, 
the average age of Washington high 
school graduates is seventeen. Banks 
elsewhere may find their employment 
problems complicated by similar state 
laws restricting the working hours of 
minors. 

The plans being developed for train- 
ing girls and women in industrial pro- 
duction and even enlisting them for 
non-combatant service in the Army 
and Navy, indicate very definitely 
that the employment of women in 
place of men cannot be relied upon by 
banks as a “fixed” solution of their 
wartime personnel problems. Banks 
will have to seek qualified workers 
from every conceivable source, and 
here in Washington we have been try- 
ing to figure out what some of those 
sources may be. 


AMONG the suggestions made is the 

use of married women for a limited 
number of hours each day, a plan that 
has been successfully operated by 
department stores in several cities. In 
those stores married women have been 
employed as salespeople and clerical 
workers from ten in the morning until 
four in the afternoon. ‘This enables 
the woman to leave home after the 
family breakfast and return in time to 
prepare dinner in the evening. Could 
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a bank’s work be organized to make 
effective use of such part-time workers? 
That would depend, I think, largely 
on the operating conditions in the 
particular bank. 

Many banks, even in normal times, 
have employed college students during 
the summer vacation. <A _ suggested 
enlargement of this idea is to employ 
students on their holidays from school 
and during those hours in the school 
week when they are free from classes. 
Again, this involves a problem of 
organizing and scheduling work to fit 
the student-worker’s hours. 

A consideration of the draft law and 
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regulations suggests the possibility of 
employing men over forty-five years 
of age because of their exclusion from 
military service. A man in that age 
group, if properly qualified and willing 
to work for the salary the bank could 
pay, might well make a very desirable 
employee. It has become noticeable, 
however, that many draft exempt or 
deferred men are inclined to capitalize 
on their “scarcity value” by selling 
their services to the highest bidder. 
Moreover, where banks employ people 
past middle age in the present emer- 
gency, such employees cannot ordina- 
rily participate in the benefits of insur- 
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ance, annuity, retirement and similar 
plans which are based on premiums or 
contributions paid over a considerable 
period of years. In all fairness, this 
should be made clear to such employees 


CANADIAN BANKING 


(CONTINUED FROM PAGE 26) 


1940. Due partly to reduced lending 
outlets and to war financing, assets of 
trust and loan companies are reaching 
a more liquid state, which is inter- 
preted in some financial quarters as an 
economic buffer to help absorb post- 
war economic shocks. 


+ J ° 


New Bank President 
is Elected 


Dr. Donald A. Hingston, formerly 
vice-president, has been elected presi- 
dent of the Montreal City and District 
Savings Bank, one of a small number of 
savings banks in Canada in addition 
to the chartered banks. Dr. Hingston 
succeeds the late Rt. Hon. Raoul 
Dandurand. 
elected vice-president and the Hon. 


Henry J. Trihey was 
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when they are hired. 

With the stepping up of the war 
effort, banks in Washington and else- 
where will find their personnel prob- 
lem increasingly acute as time goes on. 


. « ° 


Leon Mercier Gouin was elected a 
director. The bank was founded in 
1846 at Montreal. By latest govern- 
ment report it has total assets of 
nearly $72,500,000, largely in govern- 
ment bonds, and savings deposits of 
close to $64,000,000. 


S « ° 


Provincial Government Bank 
Loans Decline 


Borrowing by the provincial govern- 
ments from the Canadian banks has 
been showing a steady decline since 
the start of the war, as reported in the 
monthly reports of the banks to the 
Canadian Government. Total loans 
to the nine provinces at the end of 
February, 1942, latest for which a 
report is available, were $10,400,000. 
This compares with $12,500,000 on the 
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Yet, our banking system is in a very 
real sense the working mechanism of 
our national economy, and the banks 
have a vital function to perform jn 
support of the war program. 


same date in 1941, a total of $14,800,- 
000 in 1940, and $21,700,000 in 1939, 
six months before the war started. 
The main reason for the downward 
trend appears to have been increased 
revenues over all provinces. Expendi- 
tures in many cases have also been 
increasing but the expansion of reve- 
nues has been sufficient to take care of 
the increase and to enable the prov- 
inces to finance expenditures through 
the year with a smaller amount of bor- 
rowing from the banks. The prompt- 
ness with which taxes have been paid, 
and the steadier flow of revenue, have 
tended to reduce the demand for bank 
credit at periods of the year when 
formerly provincial governments had 
to borrow freely to meet current 
expenses. Economies have also been 
effected in all provincial government 
departments as part of the war effort. 


° ° ° 


DIRECTOR | 
CLUTCHBILL 





(CONTINUED FROM PAGE 25) 


lage, Mr. Dinghy, if it happens to be 
there.” 

“One bomb,” uttered Mr. Spear- 
hawk dejectedly, “would blow up this 
town so high it wouldn’t look any 
bigger than a nickel. There wouldn't 
be a cat left with a tail, claw or eye- 
winker hanging to her. I’m going 
over there with a crate of canned 
baked beans and a cot bed.” 

“Don’t move in without first making 
a reservation,” scowled Mr. Clutch- 
bill. ‘Remember, I’m going to sell 
options on those bombproof apart- 
ments at the bankers’ picnic in Panther 
Pass. Anyhow, I want these four 
saved: Luftwaffe Lair, Nitro Nook, 
Thermite Thatch and RAF Roost.” 

“Where'd you get them names? 
Were they left over the doorways by 
the Indians?” scoffed Mr. Dinghy. 

“Cal Bannister and I named a lot 
of ’em today. The whole shebang we 
named Kliffe Kennels. The path up 
around to the summit is called Bomb- 
shed Run. There are other names 
you'll see when you get there. I’m 
having suitable door signs made.” 
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darned one,”’ growled Director Dinghy. 

“Strange things may occur up there 
during the picnic, Mr. Dinghy,” hinted 
Mr. Clutchbill. 

It was not long after this that 
picnic day dawned in a deluge of heat, 
a condition very gratifying to Mr. 
Clutchbill because it would be natural 
for folk to seek the coolness of the 
mountains and thus fetch out a large 
attendance at the bankers’ picnic. 
Mr. Clutchbill had obtained the aid 
of Cal Bannister in completing the 
final touches to his plans. And had 
you been on the mountain road in the 
early dawn of the picnic morning you 
might have seen a strange and dim 
equipage pulled by Mr. Bannister’s 
car and heading out through the forest 
along an old wood road. Anyone long 
resident in Ferndale Village might 
have jumped to the conclusion that it 
was an old relic of Civil War days 
used on Fourth of Julys, but in the 
dim light of the early morning forest 
it was impossible to determine what 
the object could be. 


THE place of the picnic under Mr. 
Clutchbill’s hand had assumed a 
most scenic aspect. Several rustic lad- 
ders had been placed up along the cliff. 
By their use you could mount from 
shelf to shelf where natural bomb 
shelters opened, now marked over the 
doorways with suitable signs. In fact, 
as one stood in the grove of the picnic 
grounds at the summit of Panther 
Pass and looked aloft there appeared 
through the tree tops cliff dwellings 
such as one sees in old geographies. 

And that Pueblo Village was peopled, 
too. The wily Mr. Spearhawk had 
arrived an hour ahead of the first car, 
shinnied up a ladder for an inspection, 
and selected bomb shelter ‘Nitro 
Nook.” Now he and Mrs. Spearhawk 
sat there in camp chairs like Roman 
emperors, looking down on the arena 
of the picnic ground where rustic 
tables and camp chairs decorated the 
forest floor. Not far from Mr. Spear- 
hawk’s villa, Director McTavish had 
taken up residence with Mrs. Mc- 
Tavish. He had named his selection, 
“Bomb Bonnie,” and considered he 
had far surpassed any name Mr. 
Clutchbill had selected. 

After calling up once for the Messrs. 
Spearhawk and McTavish to descend, 
enter their options in his notebook, 
and lay down $20, Mr. Clutchbill 
became so busy shaking hands with 
arriving bankers he forgot all about 
the local talent in pointing out to the 
guests the novel Pueblo stage set dis- 
played on the face of the cliff. He let 
it leak out the property belonged to 
the Ferndale National and he was 
selling options at $20 a throw on the 
bomb shelters for the summer months. 
Even the oldest patriarchs couldn’t 
resist crawling up the ladders to the 


inviting and sightly shelves where the 
Spearhawk and McTavish families sat 
in smug safety, bathed in the public 
eye and enriched by the uplift of a 
long-range view. 


‘THE wiry and nimble President 

Twitter of the Ruby Falls National 
bolted up a ladder and suddenly came 
face to face with the Spearhawk 
family. 

“Hope I’m not intruding,” he burst 
out in greeting. 

“Not at all, Mr. Twitter, not at all. 
Sit right down here on the veranda.” 

Mr. Twitter snatched a swift and 
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anxious peek into the natural rock 
room behind his camp chair. “No 
wild animals in the caves, I hope.” 

“Oh, no, a wild animal wouldn’t 
have a chance in Kliffe Kennels. Our 
Mr. Clutchbill is providing animal 
screens at a trifling cost.” 

‘Huh, well! I understand Director 
Clutchbill is arranging for a bomb- 
proof branch of the Ferndale National. 
Wonder if the Ruby Falls National 
could hire a hole here?’ 

Mr. Spearhawk slowly lifted one 
leg over the other. “‘Mr. Clutchbill is 
selling options on the apartments, but 
I rather doubt whether he would 
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countenance a rival branch, Mr. Twit- 
ter.” 

Suddenly the buzzing whang of a 
gong leaped up from the refreshment 
grove. 

“Luncheon . . . luncheon!” yelped 
Mr. Spearhawk springing to his feet. 

Immediately Kliffe Kennels became 
alive. It was astonishing the number 
of bankers and their wives who had 
ascended to inspect the natural apart- 
ments. 

Down in the canopy of the grove 
Director Clutchbill strode around 
amongst the groups with a blank note- 
book; not a single individual had pur- 
chased an option. Moreover, not a 
few twitted him on the seemingly 
fantastic venture. Amongst these was 
his own fellow director, Mr. Dinghy. 
“‘What’d I tell you?” he had sneered. 

But Mr. Clutchbill prowled about 
with a_ self-possession which to a 
shrewd guesser betokened something 
brewing. The old director caught 
himself taking out his watch at in- 
creasingly frequent intervals. Sud- 
denly he stood stock-still, motionlessly 
watching up through the branches. 
From far off but with increasing venom 
came an angry hum like that of a 
bomber. Mr. Clutchbill moved quickly 
to the cliff and mounted the first 
ladder. He could see it now, a shining 
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silver dot sweeping swiftly at 200 
miles an hour straight for Panther 
Pass. As it neared the mountain wall 
its exhaust cracked down through the 
air with a mean, slat-like drone. Folk 
leaned sidewise from their sandwiches 
and peered upward through openings 
among the leaves. Some wondered if 
it could be the New York-Montreal 
plane. Others sat motionless, regard- 
ing each other with open mouths and 
staring eyes. With a loud, stinging 
hum the plane roared directly over 


the grove. It had begun to fade 
slightly, when: 
“‘Boomb-b-b! !”’ 


"THE entire cliff, the grove, the very 
tables trembled under a strange, 
unearthly vibration. 

The nimble Mr. Twitter, president 
of the Ruby Falls National, let go a 
sandwich in mid-air, dove off his bench 
and gained a ladder on the cliff, passing 
Mr. Clutchbill on the first ledge like 
a partridge going north. He pulled in 
his wake a string of earnestly scram- 
bling bankers and their wives, whose 
collective ears had given them un- 
mistakable evidence a plane was 
dumping her bomb load. In a twin- 
kling the face of-the cliff began to take 
on color like the bleachers at a World 
Series. Hurrying along the shelves 


as though he were a conductor on the 
last suburban, Mr. Clutchbill sold 
options right and left on his bomb. 
proof apartments. 

In the lull after all danger seemed 
to have passed the Messrs. Spearhawk, 
McTavish and Dinghy cornered Direc. 
tor Clutchbill in the grove just as he 
was leaving on some secret errand. 

“How much did you get, Aaron?” 
hissed Director Spearhawk with cau- 
tious side glances. 

“Four hundred dollars, Mr. Spear- 
hawk. Nice little purse. It'll clean 
up all the back taxes on our mountain 
lot and defray the cost of the Kliffe 
Kennels project.” 

“What I want to know,” insisted 
Director Dinghy, “is where that blast 
came from.” 

“I was about to investigate, gentle- 
men. Shall we have a look together?” 

The four men crept off through the 
forest, led by Mr. Clutchbill. Far 
around the breast of the mountain, 
along an old wood road, they came into 
a region infested with a stinging, war- 
like smell. A strange sight suddenly 
met the eye. There, beside a great 
pine, stood an ancient brass Civil 
War cannon on its high wheels. On 
top of it, eating a meager lunch, sat 
Cal Bannister, his hands black as a 
bear’s from powder smoke. 
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“Gentlemen,” said Director Clutch- 
pill, peeling a $20 note from his roll of 
$400, “‘the first common dividend on 
Kliffe Kennels goes to Mr. Cal Ban- 
nister.”” 

Cal grinned till his cavalry mustache 
ends tipped to his ears. He held out a 
blackened paw. 

“Hope I timed the old cannon to 
suit yuh,” he ventured. 

“Couldn’t have been better, Cal.” 
smiled Mr. Clutchbill. “You spotted 
that New York-Montreal plane just 
at the right time . . . made the cliff 
jar like a hen house. Better leave the 
old gun here tonight. Let’s go home, 
boys, and bank the money.” 


¢ ° S] 


COURT 
DECISIONS 


(CONTINUED FROM PAGE 27) 


that as he received nothing out of the 
transaction, the note was without 
consideration and unenforceable so 
far as he was concerned. Discussing 
this defense, the Texas court said: 

“Whether as between themselves 
one of the purported joint makers of 
the note was principal and the other 
surety, or whether one signed, without 
consideration moving to him personally 
for the accommodation of the other, 
however material upon some questions 
that might arise, are believed to be 
immaterial upon the question of 
whether there was no consideration 
sufficient to support the promise of 
either or both of the note signers as a 
legal obligation. The consideration 
supporting the promise of either of the 
two was at the same time sufficient 
to support the promise of the other.” 
(Thompson vs. Gandy, 160 South- 
western Reporter, Second Series, 113.) 

Interesting exception to this rule is 
the Pennsylvania statute whereby a 
married woman cannot be surety, 
guarantor or accommodation party for 
another. If she signs a note or other 
document in any such capacity, it 
cannot be enforced against her. 
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“Unauthorized’’ Loan 


That there is a definite danger in a 
bank’s taking a joint note signed by 
several makers upon delivery by one 
of them, is shown in a recent Georgia 
case. 

There a finance company made a 
loan to a borrower upon his delivering 
to the company a note signed by him- 
self and two co-makers. When the 
loan remained unpaid at maturity, the 
‘company sued the joint makers, and 
then a strange story unfolded. 


The two co-makers other than the 
real borrower had obtained the note 
form from the company’s office, in- 
tending to use it for a loan in a busi- 
ness transaction they were planning. 
They had both signed the note form 
in blank, intending to fill in the amount 
and other data later. However, the 
business transaction for which they 
had intended to make the loan, never 
materialized and so they had never 
completed the note. One of them had 
later mislaid the signed note form at 
his place of employment. 

The man who had actually obtained 
the money from the finance company 
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had found the note, filled in the blanks, 
added his own signature as co-maker 
and on the note as thus completed, 
made a loan from the company. 

Were the non-borrowing signers 
liable on this note under the rule set 
forth in Section 16 of the Uniform 
Negotiable Instruments Act that 
“‘where the instrument is in the hands 
of a holder in due course, a valid 
delivery thereof by all parties prior 
to him so as to make them liable to 
him is conclusively presumed?” 

Or, assuming that the finance com- 
pany was not a holder in due course, 
could they prove non-delivery of the 
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note under the further provision of 
Section 16 that “‘where the instrument 
is no longer in the possession of a party 
whose signature appears thereon, a 
valid and intentional delivery by him 
is presumed until the contrary is 
proved?” 
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Taking the view that, in the circum- 
stances, the non-borrowing ‘“‘makers” 
could rely upon their non-delivery of 
the note and that the loss should fall 
upon the finance company because of 
its negligence in accepting the note 
and the signatures as genuine, the 
Georgia court said: 

‘The evidence in this case author- 
ized the following findings: 

“1. That there was no delivery of 
the note into the lawful possession of 
any person by the non-borrowers so 
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as to give rise to the implied authority 
to fill in the blanks in the note; 

“2. That the note was feloniously 
taken from its depository in an incom- 
plete form and thereafter materially 
altered; 

“3. That the negligence of the non- 
borrowers in keeping the note where it 
might possibly be stolen was not the 
proximate cause of the finance com- 
pany’s position in making the loan on 
the strength of the signatures of the 
non-borrowers and the genuineness of 
the note, but. that the negligence of 
the company in accepting the signa- 
tures and note as genuine upon the 
express or implied representations of 
the real borrower was the proximate 
cause.” 

This decision applies the familiar 
rule that a loss should fall upon the 
party whose negligence caused it or at 
least made it possible. Obviously, in 
this case, if the finance company had 
investigated the signatures of the non- 
borrowing “‘makers” before making the 
loan, the loss would not have occurred. 
(Dial vs. Peoples Loan, Inc., 19 South- 
eastern Reporter, Second Series, 347.) 
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‘*Proper Diligence’’ In Giving 


| Notice 


From the Superior Court of Pennsyl- 


| vania comes a recent reminder that 





the time for giving notice of dishonor 
of a check or other negotiable instrv- 
ment is rigidly fixed by the Uniform 
Negotiable Instruments Act. 

“Under section 89 of the Negotiable 
Instruments Law,” says the court, 
“when a negotiable instrument has 
been dishonored, notice must be given 
to each endorser, otherwise the en- 
dorser, who is only secondarily liable, 
is discharged. The burden rests upon 
the holder of the instrument to prove 
the essential prerequisites of due 
presentation to the maker (or drawee), 
demand of payment at the proper time 
and place, and notice of dishonor, 
unless waived, before a recovery cal 
be had against an endorser. 

“If there is no dispute over the facts, 
whether proper diligence had «been 
exercised in giving notice to an en- 
dorser of a negotiable paper is a ques 
tion of law for the court.” 

Meaning that the court will decide, 
as a matter of law, whether the notice 
was given within the proper time. 

Section 103 of the Uniform Negotia 
ble Instruments Act provides that, 
where the parties reside in the same 
place, the notice, if sent by mail, 
“must be deposited in the post office 
in time to reach him in usual course 00 
the day following.” 

The Pennsylvania court cited al 
earlier case in which a note was dis 
honored on November 18, but noticé 
of dishonor was not sent to an en 
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dorser in the same place until Novem- 
ber 20. That was one day too late, 
the court ruled, and the endorser 
could not be held liable. (West 
Virginia Coal Co. vs. Gano, 170 
Atlantic Reporter, 416.) 

The sending of a notice of dishonor 
within the prescribed time may work 
a hardship on a bank from an operat- 
ing point of view, but taking a chance 
on delay may result in a heavy loss. 
It’s worth remembering, though, that 
under Section 113 of the Uniform 
Negotiable Instruments Act, delay in 
giving notice of dishonor is excused 
“‘when the delay is caused by circum- 
stances beyond the control of the 
holder and not imputable to his 
default, misconduct or negligence.” 
(Marinoff vs. Belmont, 25 Atlantic 
Reporter, Second Series, 102.) 
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Post-Dated Check 


A post-dated check is a bill of ex- 
change, according to a recent Federal 
court decision. 

“The term ‘draft’ is a common one 
for a bill of exchange and is sometimes 
held broad enough to cover checks,” 
said the court. “The two chief 
characteristics of checks are that they 
are drawn on a bank and that they 
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are payable instantly on demand. A 
check differs from a bill of exchange 
in that it is always drawn on a deposit, 
while a bill is not. 

“There is a conflict of authority as 
to whether an instrument payable on 
a date subsequent to its date can be 
held to be a check. The weight of 
authority holds that an instrument in 
the form of a check which is payable 
on a future date is a bill of exchange, 
especially where it is in the formal 
language of a bill.” (Wilson vs. 
Buchenau, 43 Federal Supplement, 
272.) 

Section 12 of the Uniform Negotiable 
Instruments Act provides that an 
instrument is not invalid because it is 
ante-dated or post-dated, provided 
this is not done for an illegal or fraudu- 
lent purpose. 

The fact that a check is post-dated 
does not make it non-negotiable. 
(Triphonoff vs. Sweeney, 65 Oregon 
209.) 

In a Georgia case a bank paid a 
post-dated check before its date and 
then dishonored other checks because 
payment of the post-dated check left 
the account with insufficient funds to 
meet the other checks. In a suit by 
the depositor against the bank, the 
Georgia court held that the bank was 
liable to the depositor for a wrongful 
refusal to pay his checks. (Smith vs. 
ims nm hae eM , 135 Georgia 151.) 
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Payment to Original Payee 


The maker of a negotiable note 
delivered it to the payee, who, sixty 
days later but before maturity, trans- 
ferred it to a bank as collateral for a 
loan. On the maturity date the maker 
made a payment on account to the 
original payee, who took the money 
and receipted for it without saying 
anything about his having negotiated 
the note to the bank. 

Later the bank sued the maker on 
the note. The maker contended that 
the acceptance of his payment on the 
maturity date by the original payee 
showed that the note was still in the 
payee’s possession at that time, that 
the bank had not acquired the note 
until after maturity and hence was not 
a holder in due course. 

Ruling that the evidence established 
conclusively that the bank had ac- 
quired the note for value before 
maturity and hence was a holder in due 
course, the Georgia court said: 

“There is no evidence that the 
original payee had possession of the 
note when payment on account of the 
note was made to him. The fact that 
he took the money and said nothing 
at the time about the bank’s owner- 
ship of the note, is as consistent with 
the bank’s ownership of the note at 
the time and with its having acquired 


the note before maturity for value as 
with the bank’s non-ownership of the 
note and its not having acquired the 
note for value before maturity.” 

Such inconclusive “circumstantial” 
evidence, the court thought, was in- 
sufficient to overcome the positive 
evidence of the bank’s position as a 
holder in due course of the note. 
(Griffin vs. Blackshear Bank, 19 South- 
eastern Reporter, Second Series, 325.) 
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Negotiating Part of Note 


Section 32 of the Uniform Negotiable 
Instruments Law provides that an 
endorsement must be “an _ endorse- 
ment of the entire instrument.” The 
same section sets forth that “An 
endorsement which purports to trans- 
fer to the endorsee a part only of the 
amount payable, or which purports to 
transfer the instrument to two or more 
endorsees severally, does not operate 
as a negotiation of the instrument.” 

In a recent Illinois case one of two 
joint payees endorsed his interest in a 
note to the other joint payee. Was 
such a negotiation prohibited by the 
section above quoted? 

“Our Negotiable Instruments Act,” 
said the Appellate Court of Illinois, 
“prohibits the negotiation of a moiety 
of an instrument, the purpose being 
to prevent a multiplicity of suits, and 
we think it is clear that the payee of a 
note cannot endorse a part of the note 
to some other person, leaving himself 
the owner of the remaining portion of 
the instrument, or endorse the whole 
of said note to several payees when 
such division of the ownership of said 
note might divide the cause of action. 
Where, however, one joint payee en- 
dorsed to the other and the ownership 
of the note is merged in one person 
and where the maker could only be 
subjected to one suit, we do not believe 
the restrictions of Section 32 of the 
Uniform Negotiable Instruments Law 
apply.” (Larson vs. Lybyer, 38 North- 
eastern Reporter, Second Series, 177.) 
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RETIREMENT 
FUND 


(CONTINUED FROM PAGE 16) 


ended December 31, 1941, the com- 
pany’s fixed contributions and_ the 
contributions from its earnings were 
approximately the same as the em- 
ployees’ contributions. In other words, 
the sum deposited by each employee 
increased an average of 100 per cent. 
As presently constituted, the retire- 
ment fund has invested 88 per ceat of 
its total in United States War Savings 
Bonds. 
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